


MUTUAL SECURITY APPROPRIATIONS FOR 1952 


FRIDAY, OCTOBER 12, 1951 


Unirep Srares SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met at 12:30 p. m., pursuant to notice, in room F-37 
of the Capitol, Senator Kenneth McKellar (chairman of the com- 
mittee) presiding. 

Present: Senators McKellar, Ellender, Hill, Bridges, Cordon, 
Young, Knokland, and Kcton. 

Senator ELLeNpDER (temporarily presiding). At this time we will 
continue the hearings on the Foreign Aid bill. 

Mr. Ivan Franges is present with us at this time and we will hear 
him. 

Trruz I—Economic Arp 


YUGOSLAVIA 


STATEMENT OF IVAN FRANGES, FORMERLY IN CHARGE OF THE 
YUGOSLAVIAN EMBASSY IN WASHINGTON 


PREPARED STATEMENT 


Senator Exienpver. I understand that you were asked to come before 
the committee to testify with respect tot he Foreign Aid bill? 

Mr. Frances. Yes, sir. 

Senator Etitenper. Do you have a prepared paper ? 

Mr. Frances. I have a prepared statement. 

Senator ELttenper. Without objection the prepared statement, as 
written, will be placed in the record at this point. 

(Mr. Franges’ prepared statement is as follows :) 


TESTIMONY OF IVAN FRANGES BEFORE THE UNITED STATES SENATE APPROPRIATIONS 
COMMITTEE, OCTOBER 12, 1951 


POLITICAL IMPLICATIONS 


The Foreign Aid bill has certain provisions for Yugoslavia. This is not just a 
grant-in-aid to “keep Tito going;” these particular provisions, which are to be 
followed by equal or even larger grants for the next 2 years, have great political 
significance and serious consequences. 

To better understand this, I would like to give a description of a very particu- 
lar situation in Yugoslavia. 

Communism was established in Yugoslavia when the Russian Army entered 
the capital city of Belgrade. In its early stage, communism was actively pro- 
moted by a regrettable, but now very evident political miscalculation on the part 
of the British Government. Nevertheless, the facet remains that the Communist 
Government, although in control of everything, does not have popular support. 
Before the war, more than S80 percent of the population were small, individual 
farmers, who were then (and are today) instinctively against communism and 
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everything communism stands for. That is the hard democratic core of the 
population of Yugoslavia, the small landowner, with about 10 to 30 acres of 
land, inherited through generations; the stubborn, conservative peasant. By 
sentiment he is closely tied to his farm—he cherishes his land. Over 30 percent 
of all crime committed in prewar Yugoslavia was in connection with disputes 
over boundaries. You can hardly imagine how strong this love for the land is, 
there is nothing like it in the United States. So strongly is the farmer attached 
to his land that in 1928 when the Government proposed to resettle a group of 
southwestern farmers in the southeast, where conditions were more favorable, 
the project collapsed within 2 years. Although settled in more prosperous com- 
munities, the farmers became homesick for their old homes and their old farms. 

The Communist Government knows—and openly admits—that their form of 
government cannot be solidly established as long as nearly 80 percent of the 
population lives on the farm and remains opposed to communism. They also 
speak openly about ways and means to remedy this intolerable situation. 

Their (the Communist) most effective way to dispose of the bulk of the farming 
population is to displace about half of them from the farm to the factory. This 
is the so-called industrialization of Yugoslavia. It is the political necessity, not 
the economic necessity, which makes it imperative for the Communist Govern- 
ment to demand industrialization. That is the essence of the 5-year plan. About 
half of the farming population will be forced to abandon their homes and move 
to settlements built around factories. A new proletarian factory worker will 
come into existence. New masses of proletarian slave labor, restless, fearful, 
easily influenced by propaganda, and effectively controlled by the police, will 
become the firm foundation of communism in Yugoslavia. 

This project of creating a proletariat cannot be fulfilled unless the Commu- 
nists have the money to buy machinery and equipment for their factories. In 
many instances the buildings exist, but they are now only empty shells—monu- 
ments to the folly of communism as long as there is no machinery available. 


APPROPRIATION WILL DESTROY FARMERS 


By voting for this appropriation for Yugoslavia you are giving the Communists 
the means to start this monstrous project. Two more appropriations in the fol- 
lowing 2 vears and the project will be completed. 

American democracy will have provided the means for the destruction of the 
farmer in Yugoslavia. American capitalism will have been actively engaged in 
destroying its counterpart in Yugoslavia. American taxpayers’ money will have 
been used to move—by force—tillions of people from the farm to the factory. 
Does that sound to you like a good policy for the leading power of the great 
democratic coalition ? 

Is it in the tradition of a great democratic country to provide a Communist 
dictator with ample financial means to destroy——by force—an existing social class, 
the farmer? Is it in the tradition of a great democratic country to create arti- 
ficially a new social class—the proletarian factory workers—so that communism 
may be forced upon the peoples? 

If the United States wants to help the people of Yugoslavia, especially the 
farmer, by improving his living conditions, promoting projects of rural electrifi- 
cation, agricultural improvements, reclaiming wasteland, there could be no 
objection. 

There is also no intention to suggest that Tito’s government should be abruptly 
deprived of all American support. He should be supported within reason, but 
should not be given the means to destroy the social structure of that country. 

Yugoslavia is important strategically and geopolitically. That is true as long 
as a large majority of the population are farmers, immune to communism. Since 
1945, in the newly created situation in Europe, Yugoslavia has gained in impor- 
tance. It now controls the lines of communication, the lines of infiltration of 
communism, to Italy, Greece, and the Mediterranean area in general. A prole- 
tarized Yugoslavia will not be a refiable element against Communist infiltration. 

Why then perpetuate communism in Yugoslavia if it cannot be trusted? I am 
quoting from an editorial in the New York Times which supports the present 
American policy in Yugoslavia : “No one need think him [Tito] a trusted and loyal 
ally of the democratic west. No Communist regime could be; that was a lesson we 
learned in World War II. * * * The link between us is the common enemy 
in Moscow.” 

Why have an unreliable Communist buffer state when all conditions exist to 
have a reliable democracy based on the conservative farmer? 
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You will recall that Communist guerrilla fighting in Greece stopped when 
Yugoslavia withdrew its support. Northern Italy can be infiltrated and made into 
a theater of guerrilla warfare from Yugoslav bases in the same way as Greece 
was, only on a much larger scale. Both countries, Italy and Greece, are pivots 
ef organized American resistance to communism. Billions of dollars have been 
spent for that purpose. Is it wise to entrust a Communist-Titoist-Yugoslavia 
with the security of Italy and Greece? 

Someone may ask, is it not the normal tendency of an agricultural state to 
create an industry gradually in order to absorb the surplus of the agrarian 
population? 

There cannot be any surplus of the population after 11 percent, or 1,700,000 
people, have been killed by futile Communist guerrilla fighting during the last 
war. 

There is nothing gradual in this industrialization program. It is sudden and 
political. 


POPULATION LOOKS TO UNITED STATES AS LIBERATING POWER 


There is still another aspect of the problem. What is American policy toward 
the European countries behind the iron curtain? There you have a large area 
with a population of about 90 million people. I call it the center of Europe. 
Whoever controls it will inevitably some day contro] all of Europe. A large 
majority of the population is anti-Communist and looks to the United States as 
the only potential liberating power. In case of war, these dissatisfied masses 
could and should be organized to give passive resistance, create disorder, dis- 
rupt communications and commit other acts of resistance in despair. It is 
even questionable if, in case of war, satellite troops would fight American troops. 
I, for one, do not believe that they would. All these possibilities exist only as 
long as America is the symbol and protagonist of democracy. 

If the future should show that America is interested in another, entirely dif- 
ferent goal in this area; if America is primarily interested in the promotion of 
a new brand of communism, the promotion of Titoism, then the entire picture 
will change. Titoism is communism without Russian control and without an 
aggressive attitude toward the west. However, it is still communism in every 
other aspect. The large anti-Communists masses behind the iron curtain have 
nothing to gain from such a new brand of communism. This policy, therefore, if 
inaugurated by the United States, will not have the sympathies or popular sup- 
port of those masses. It will in effect create among them the feeling that they 
are being abandoned, sacrificed to a new, but to them equally repulsive, brand of 
communism. 


PASSIVE ATTITUDE OF POPULATION 


There will develop an attitude similar to the mental attitude existing at present 
in Yugoslavia. The Yugoslav farmer now believes, and most of the democrat- 
ically minded population behind the iron curtain will believe, that this is a 
contest between two great powers and two ideologies, democracy against com- 
munism and that, although they are very interested in the outcome of this 
contest, they cannot participate in it. It is their destiny to remain passive. 

May I assure you that this is already the attitude of the large majority of 
the Yugoslav population. Poor, destitute, even hungry, as he is today, the farmer 
figures that if there is a war Tito is a dead duck in any case. If in this conflict 
the forces of democracy prevail, the world will be ruled by democratic govern- 
ments and the chances are that Yugoslavia will not be the only exception. If 
the forces of communism prevail, Tito and those who fought with him will be 
severely punished, utterly destroyed, exterminated, banished to Siberian labor 
camps. The one who is certain to lose, whatever the outcome of the war, is 
the one who will fight with Tito. The great democratic coalition, America and 
the western powers, are supporting Tito now for reasons of their own. They are 
evidently not interested in whatever support the anti-Communist masses can 
give to the democratic cause, therefore the peasant feels there is no need for 
him to fight, no reason to fight: he will desert the army, throw away his gun, go 
back to his farm and keep quiet and try to survive. <A primitive form of a new 
French philosophy, Sartre’s existentialism, “the desperate quietism.” 
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EFFECT OF FIGHTING UNDER TITO’S COMMUNIST LEADERSHIP 


To fight under Communist leadership means to the Yugoslavs to fight for the 
perpetuation of Communist rule. If they are unable to remove their Communist 
ruler in his present weakened condition, how could they possibly hope to deal 
with Tito if he were victorious on the battlefield. 

Also, You must consider that the Yugoslavs know very well that the Russians 
would be inclined to be extremely cruel to those who fight them. Yugoslavia 
consists of national groups, the Serbs, the Croatians, the Slovenes, and others. 
Each group is relatively smirll and could be easily uprooted and transplanted to 
Siberia, replaced with a more reliable race or nation, not as sensitive to western 
civilization and western influence as the present generation of Yugoslavs. We 
have seen such things happen to even larger groups within the Soviet Union very 
recently. 

Realizing the danger of this attitude, in one of his recent speeches Tito warned 
what has happened to nations which allowed the Russians to take control. This 
has been interpreted in the American press in an entirely different way. The 
warning Was meant to oppose defeatist thinking, but it backfired and the 
defeatist attitude is more widespread than ever before. 

Those who propose an all-out support of Tito are guilty of neglecting to see 
the whole picture, the positive and negative effects of this policy. 


EFFECTS OF DEVIATION OF YUGOSLAV COMMUNISTS AND ALL-OUT AMERICAN SUPPORT 


Let us list the positive effects of the deviation of the Yugoslav Communists, 
together with the negative effects of all-out American support of Tito and try 
to see the whole picture: 

(a) Embarrassment created in the Communist world, possibility of other 
countries following Tito’s example. 

Let us assume that the western democracies would be beset by a similar 
calamity; let us assume that Denmark or Norway decided to leave the Atlantic 
Pact. What would you do? Stop giving them assistance, stop giving them 
armaments, sever commercial relations and express the hope that the popula- 
tion would replace the heretic governent with a new government and again join 
the Atlantic Pact. Would you consider the deviation of Norway or Denmark 
as a great calamity? A danger to the structure of the Atlantic Pact? Cer- 
tainly not. The Atlantic Pact would remain an effective organization with or 
without Denmark or Norway. An occasional outburst of unpleasant comments 
by the heretic Danish Prime Minister about American democracy would not 
seriously disturb America. 

I believe the greatest asset of Tito’s deviation is the stimulating effect it has 
upon the American press and its editorial writers. Very likely also on a group 
of people in the State Department. The deviation has created a_ situation 
ideally suited for deliberately exaggerated optimism. 

IT am again quoting from the same editorial: “It is more than 3 years since 
the break occurred between Tito and the Cominform, and it hecomes clearer every 
day that this was one of the greatest political developments in the west since 
the war. To call Tito a thorn in Stalin’s flesh is putting it mildly. * * * He 
is enemy No. 1 in a way that Winston Churchill cannot equal. * * * The 
gash he makes in Moscow’s ideological armor is most effective.” I see no effects 
at all. Stricter controls were introduced in satellite countries. Purges followed, 
but they existed before Tito and will continue to exist after him. Purges are 
just a matter of routine, just as common as elections in democratic countries. 
American diplomatic representatives in satellite countries are convinced that 
there is not a chance for any of those countries behind the iron curtain to abandon 
Moscow and join Tito. 

It may happen that the Chinese Communists will one day deviate from orthodox 
communism, but that will be on their own terms and for their own reasons, 
nothing to do with Tito and his little display of insubordination and lack of 
discipline. Is Tito going to produce a new ideology, a new theory of human 
relations and what they should be, something more attractive and promising to 
the masses than communism or democracy? Certainly not, nor is he a reformer 
of the Communist doctrine. 

Suppose the great plan succeeds and in due time all European satellites turn 
Titoist? Who eould find satisfaction in it except a Communist sympathizer or 
fellow traveler? The new Titoist governments would not have the support of the 
broad masses of the population in Central Europe, Eastern Europe, and the 
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Balkans. The United States would have alienated those masses, because those 
Titoists, former satellite governments, would be the result of an American policy. 
It would be so very easy for the former satellites to reconcile themselves with 
Moscow under a new formula and turn against the United States. Let us always 
keep in mind that Titoism is pure, undiluted communism, minus Russian control 
and minus aggression against the west. There is no assurance that in the future 
they would not “gang-up” with Russia and become aggressively antiwestern under 
Russian influence. It is really difficult to imagine that they could remain, for 
any length of time, violently antidemocratic in their domestic policy and at the 
same time very friendly with the west in their foreign policy. If Tito is an 
unreliable ally—half a dozen Tito’s would be even more unreliable. 


STATUS OF YUGOSLAV ARMY 


(hb) Tito is supposed to have no less than 30 divisions, a strong army in a 
particularly strategic position. 

Let me quote again from the same editorial on Tito: 

“The strategic position of Yugoslavia is immensely valuable, for it protects our 
right flank in Germany and Austria, acts as a link to Greece and Turkey and 
as a buffer to Italy and the Adriatic.” 

To the best of my knowledge the army is recruited from the population. If 
the population does not support the Communist government, if the population 
s anti-Communist, if the population rightly believes that their misery, hunger, 
destitute state of economy, is due to the Communists, how can anyone expect 
that this population—drafted into an army—will fight and die for the glory of 
comlnunism and Titoism, just because some people in London and Washington 
believe they should do so? 

You may ask, would not the majority of the population, no matter how much 
they hate communism, fight just the same for the defense of their country, their 
territory, their homes? No; they would not. They would say, my country is 
not my country any more, it is a place infested by that monstrosity called com- 
munism. My home is not ny home any more. I can be deprived of it at any 
time. 

If the meaning of home has been destroyed and if “my country” means only the 
place where a cruel and desperate social revolution is being imposed by a small 
minority of the population, then vou cannot expect the masses to fight and lose 
their lives for the defense and continued existence of this kind of home and 
country. 

Anyhow, the invading enemy is supposedly not bound to destroy Yugoslavia 
as a unit: the enemy only intends to replace one kind of communism with an- 
other kind—both equally revolting to the large part of the Yugoslav population, 

To expect the masses in Yugoslavia to fight under Communist leadership for 
the general purpose of protecting the western democracies against Communist 
nvasion, with complete disregard of their own present position, is just too much 
to hope for. 

Nevertheless, it is very likely that the same editorial writers who today 
glorified Tito will then accuse the population of Yugoslavia of colossal ingrati- 
tude when it becomes evident that Yugoslav resistance is collapsing. They 
will complain that the Yugoslavs have been fed and clothed by the United 
States, money, machinery, arms, and ammunitions made available to them and 
now they do not want to fight. They will characterize the Yugoslavs as utterly 
unreliable and ynpredictable. 

There will be nothing unpredictable should such a disaster happen. It is 
already common knowledge in Belgrade that Tito has no intention of seriously 
defending the boundaries of Yugoslavia. He knows that he cannot count on a 
large army. After some token resistance, he hopes to be able to withdraw into 
the inaccessible mountains in the south of Yugoslavia. From there, with fur- 
ther American help, he intends to conduct gnerrilla fighting. The important 
parts of the country, the northern flatlands, the valleys of the large rivers, the 
Save, the Danube, the Vardar, will be open to the enemy as well as the access 
to the Adriatic and Aegean Seas. Italy and Greece, as well as “the right flank 
in Germany and Austria,” will remain unprotected. The “immensely valuable 
strategic position of Yugoslavia” will be gone. All that may happen because 
of a deliberate overestimation of what Tito can do and the deliberate neglect 
to take into consideration the masses of the population of Yugoslavia. 
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INCONSISTENT POSITION OF UNITED STATES FOREIGN POLICY AS TO YUGOSLAVIA 


On August 5, the New York Times published an article by the Secretary of 
State. From this article I would like to quote a paragraph: “The idea that we 
can make arrangements with this, that, or the other government, without regard 
to popular support founded on free consent would all too probably involve us 
in excessively brittle alliances. We have a very good illustration of that sort 
of brittleness in the arrangements which were made between Hitler and Mus- 
solini; they seemed very fine but they were very brittle, and when the pressure 
was put upon them they broke down. As it turned out, not the nations, but only 
their passing masters proved to be the parties to the alliance.” 

When I read the above passage, I am inclined to be impressed with the pro- 
found wisdom and clear judgment exposed in Mr. Acheson’s writing, but if 
these are the principles of his policy, why make an exception in such an impor- 
tant sector as Yugoslavia? 

There is a wide gap of inconsistencies which no amount of propaganda can 
obscure. 

What will the future difference be between American policy in Yugoslavia 
and Russian policy in any of the European satellite countries? In each case 
a Communist dictatorship is being supported and thereby imposed upon the 
population which is predominantly anti-Communist. The social order is being 
changed by forcible means, entire social classes are being destroyed. It is 
shocking to say that the only difference would be that the Russians use their 
troops and the Americans use their money for the support of communism in a 
foreign country. No matter how far-reaching the Voice of America may be, 
it will not be able to explain or justify this policy. ‘ 

The high principles exposed by Mr. Acheson will sound very strange indeed 
to the population of Yugoslavia, as well as to the peoples of the satellite coun- 
tries in Europe, if millions of people, half of the farming population of Yugo- 
slavia, are to be displaced by force to factories in the near future and if that 
catastrophe was made possible only due to a financial intervention of the United 
States Government. 


POLITICAL CONSIDERATIONS 


Let me also assure you that the popular support of fascism and nazism was 
much greater than that of Tito will ever be. As long as everything went well, 
a considerable percentage of the population in Germany and Italy supported 
their Fascist leaders—such is not the case in Yugoslavia. It took 4 years and 
all of America’s resources to destroy the Axis powers. Tito, being without 
popular support, if attacked, will probably collapse within a few weeks. Titoism 
will linger on as a shadow, but will never be a decisive factor, it will be a 
liability, not an asset. 

While speaking of fascism and nazism may I mention America’s assistance 
to Spain. Today it is unfair and unrealisti¢ to make comparisons between 
the remnants of fascism and the greatly strengthened communism. About 40 
million people live under semi-Fascist or Fascist rule as compared with nearly 
800 million people under Communist rule. Today, fascism is weak, static, 
degenerating, and of little significance in international relations, whereas com- 
munism is strong, aggressive and expansive and represents a problem of first 
magnitude. If Franco obtains a loan, he will not use it to destroy an existing 
social order. He will use it to improve an already existing economic organiza- 
tion along reasonable and conservative lines. The way Franco spends the loan 
will be under constant control and surveillance of a United States authoritative 
agency. As a result of a loan to Franco no one in Spain will suffer, everyone 
will benefit—directly or indirectly. Franco offers in exchange immediate 
tangible benefits to the defense of the United States, whereas Tito insists on 
“no strings attached.” 

Franco, if supported, will be supported not because he is a dictator, but because 
Spain is in a strategic position of vital importance to the United States. Tito is 
supported not only because he occupies a strategic position on the map, but 
mainly because he is a communist dictator. He is supposed to be particularly 
useful, because he is a Communist. It appears that the emphasis of American 
policy in Yugoslavia is in tde promotion of communism and of a dictatorship, 
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in face of the opposition of a large majority of the population to communism. 
Franco’s revolution is over. Tito’s revolution has a long way to go and cannot 
be accomplished without American assistance. . 

A large loan or grant-in-aid will mean unspeakable new suffering for many 
millions of Yugoslavs, almost half of the population of the country. Franco has 
skilled labor and experienced management to deal with the increased industrial 
activities. Tito has neither. 


UNECONOMIC ASPECTS OF YUGOSLAVIAN LOAN 


Leaving aside all political considerations it is simply not feasible, from a@ 
sound economic standpoint, to loan money to Yugoslavia for the industrializa- 
tion of the country. There are neither the fundamental natural resources nor 
the raw materials existing, nor are the other essentials readily available—such 
as fuel, power, transportation, ete.—for an expanding industry. As a for- 
eign scientist once said: “Yugoslavia has an unbelievable wealth of an un- 
believably low grade of minerals and metals.” This fact has not changed just 
because the Communists have taken over. Furthermore, a great deal of money 
will be lost due to mismanagement and a complete lack of skilled labor. You 
cannot create, by decree, skilled labor overnight by displacing the primitive, not 
mechanically minded Yugoslav farmer, from the farm to the factory. You can- 
not create competent management out of nothing. 

Industrial production in Yugoslavia will be inefficient and expensive. The 
newly created industry will be unable to compete on the international market 
and will be constantly in need of new subsidies. More and more money will 
be required to “keep Tito strong.” Strengthening Tito does not mean making 
the country stronger, but to the contrary it means promoting the Communist 
revolution. 

If Tito were capable of any proper economie planning he would not be in the 
predicament in which he now finds himself. The country has never been in 
such disastrous economic condition as it is now. There never was hunger in 
Yugoslavia, never did the standard of life drop to such a low level and so quickly 
as under the Communist rule. The standard of life in Yugoslavia today, is the 
lowest of all countries in Burope, victors or vanquished, with the only exception 
of Albania. This is only in a small part due to the economic blockade of Russia 
and the satellites. It is almost entirely the result of Communist economic plan- 
ning. You cannot afford to confiscate all industrial enterprise, dismiss and im- 
prison the Owners and managers, nominate new managers from the reliable rank 
and file of the Communist Party without regard to their previous experience 
and make a success of it. 

You will remember that in response to a question of Senator Brewster’s about 
the total amount of aid to be given to Yugoslavia, Mr. Foster of the Economic 
Cooperation Administration admitted that assistance given and assistance 
planned would amount to approximately a billion dollars. Will you compare 
that with the aid to Italy amounting to a billion, two hundred million dollars 
and then realize the difference between Italy and Yugoslavia, the number of their 
population, the size of territory and their potential industrial possibilities. 


PRESENT POLICY TOWARD TITO SHOULD BE CHANGED 


Let me enumerate some reasons why I believe that the present policy toward 
Tito should be gradually changed : 

A. He is squeezed between passive resistance of the farmer and the under- 
ground activities of Cominform agents within the Communist Party. He cannot. 
survive it. As proof of the passive resistance may I mention recent reports that 
only 40 to 60 percent of the grain has been harvested until now due to the passive 
resistance of the farmer. Even the Government-controlled cooperative farms 
were unable to collect their harvest properly. As proof of the underground 
activities may I mention the recent arrest of the Assistant Minister of Finances 
and one of the top officials in the Ministry of Agriculture, who have delivered 
to Russian agents the entire file on negotiations for a loan from the International 
Bank for Reconstruction and Development and on the distribution of last year’s 
American assistance in food. 
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B. It is a policy based on one man—Tito. If he is killed—and there have been 
about 27 attempts made on his life in the last 3 years—the entire picture changes. 
What will then be the new American approach to Yugoslavia? Whe fact that 
Yugoslavia cannot be consolidated under Communist rule should be a reason 
for great joy and moral encouragement to American policy makers—not a 
reason for embarrassment. 

©. There is some similarity with the Chinese situation after 1944: 

1. The American policy seems to drift with the tide, to float with the current. 
The initiative remains with the Communists. There seems to be no alternative 
to the all-out support of Communism, That is the easy solution, everything else 
is the difficult solution, therefore, the impossible solution. There is no long- 
range American policy which will ultimately bring the masses of the Yugoslav 
population into a position to express themselves, to assert themselves. 

2. The situation is presented as being complicated beyond description. It is 
hopeless to try to find a democratic solution. 

3. A pro-Communist policy is being favored. There is supposedly nobody to 
deal with but the Communists, no potential democratic leadership exists, the old 
political parties and the old leaders are discredited. 

4. The assumption is that collaboration and support of communism will alien- 
ate the Chinese or Yugoslav Communist from’ Russia forever. Nationalism shall 
be the driving force in each case. It does not matter how the masses of the 
population feel about communism. 

5. As in China, nothing is going to be done in favor of the masses of the 
population, no effort shall be made to obtain their sympathies or support, to 
encourage them if they attempt to resist communism. 

6. The entire structure of this policy is unrealistic, very close to wishful 
thinking and has no connection with the hard unpleasant facts. 

Mao was supposed to be an agrarian reformer, an unorthodox Communist who 
gathered his strength from the peasant, not from the factory worker. 

Tito will split the Communist Party all over the world, the two Communist 
factions will fight it out among themselves, destroy each other and democracy 
will be saved. 

CONSEQUENCES OF YALTA AGREEMENT 


7. The Yalta agreement had fatal consequences for both countries—China and 
Yugoslavia. 

LD. Tito cannot make political Concessions or he loses among the Communists 
and does not gain among non-Communists, because the non-Communists do not 
trust him. Among them he is completely discredited. You must remember that 
he used to say during the war that Yugoslavia, as a country of farmers, is 
unsuitable for Communist rule and therefore, the Communist Party has no in- 
tention to seize power in Yugoslavia. 

Ek. Cominform agents are working successfully among the most trusted Com- 
munist military units organizing underground cells in the armed forces of 
Yugoslavia. In case of war whole units will go over to the enemy fully armed 
and under leadership of their officers. 

F. Tito’s party lost a great deal of prestige by unsuccessful, faulty economic 
planning. American aid cannot restore it. 

G. Tito rules today because he is the only one able to obtain American eco- 
nomic and military assistance. The moment American assistance is diverted to 
representatives of a democratic government in Yugoslavia, you will have estab- 
lished democracy in that country. 

A great many illusions would have been disposed of but the western democracies 
would gain on two counts: 

1. There would be a stable government in Yugoslavia, representative of the 
population and supported by the population; if a democratic Yugoslavia could be 
armed with American help, chances are that the Yugoslavs would fight well 
because they would know from recent experience what communism had meant 
to them, and they would be fighting for their democratic freedom, their homes, 
their country; and 

2. The United States would gain support and authority among the large anti 
Communist majority of the population of the satellite countries because they 
would then be more than ever convinced that America can and will combat coia- 
munism, restore freedom, and help those who help themselves to regain their 
freedom. 

To conclude my testimony, may I propose that— 
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RECOM MENDATIONS 


No general appropriation be made which would include Yugoslavia ; 

For the purpose of industrialization no money be appropriated under any cir- 
cumstances because it means only proletarization of the farmer ; 

For the purpose of armament, no money shall be appropriated as long as 
Tito rules against the will and without support of the large majority of the 
population. The population will be unwilling to fight under Tito’s leadership. 
The Communists can force a man to vote, but no one can force a man to fight 
if he is determined not to fight ; 

For the purpose of improving the farmers’ position, promoting projects of 
rural electrification, agricultural improvements, reclamation of wasteland, $10 
million dollars would go a long way if the money is spent under American super- 
vision and with strict specifications that no further nationalization of farms take 
place and that the so-called workers’ agricultural cooperatives, organized under 
duress, be dissolved. This specification, to protect the farmer from confiscation 
of his farm and free him from an unwilling participation in Government-con 


trolled cooperatives, is necessary. experience in Yugoslavia has shown that in 
order to make farming a success some degree of security is indispensable and the 
farmer has to be interested and eager to increase the output of his corm. Help 


for these purposes and under such conditions would be a friendly gesture greatiy 
and gratefully appreciated by the large majority of the population of Yugoslavia. 


BACKGROUND OF WITNESS 


Senator Briers. What we thought, Mr. Franges, was that the 
statement would be made a part of this record to save the time of the 
committee, which is rushing toward the conclusion of the Congress 
here; and then if you would pick out the high lights of your testimony 
and give us that. 

First, would you qualify vourself as to why you are an authority 
on this subject é 

Senator Exnenper. | intended to suggest that to him, and you may 
proceed in that way, Mr. Franges. 

Mr. Frances. [was bern in Yugoslavia, and I have spent 25 years 
in the Yugoslav diplomatic service. I have been following closely the 
developments in the country: and in 1945, when I became convinced 
that the Communists were going to take complete control of the coun- 
try, I resigned, and [ was at that time in charge of the Embassy in 
Washington. I eee and since then I devoted my entire time 
following developments in Yugoslavia, in the Balkans, and in Central 
Europe in general, and mca, of course, being best acquainted 
with Yugoslavia, and I have, | hope, been most successful in following 
the events there. 

With few exemptions all of the facts which I mention here have been 
confirmed in one way or another in the American press. I believe 
that I can give ‘you a picture which is the true picture of the situation 
nN Yugosla\ ne 

1 could abbreviate my statement just to mention the main points. 

Senator Ercenper. That is what we intended when we asked for 
the high lights. Will you pick out the main points, and do it as briefly 
as vou can for us? 

Mr. Frances. I will do it, and please interrupt me if I go too long. 

Senator Eitienper. Your entire statement has been placed in the 
record. 

Mr. Franers. I have abbreviated it to 10 or 15 minutes at the most, 
but Lean still further abbreviate it. 

Senator Ertenper. I wish that you would, because we have got to 
get lunch and then come back here at 2 o’clock to hear other witnesses. 

Mr. Frances. I will just read two pages of it. 
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YUGOSLAVIAN GOVERNMENT DOES NOT HAVE POPULAR SUPPORT 


In Yugoslavia, the Communist government, although in control of 
everything, does not have popular support. Before the war, more 
than 80 percent of the population were small, individual farmers, 
who were then, and are today, instinctively against communism and 
everything communism stands for. 

Senator Ertenper. Cannot the same thing be said of Russia? I 
understand that there are only 10 million ‘Communists in Russia, 
out of 200 million population. 

Mr. Frances. It can be said, but Russia had 20 years to move the 
farmer from the farm to the factory, and thus decreasing the per- 
centage of the farmer as far as the total population is concerned. 


MAJORITY OF POPULATION ARE FARMERS 


Now, in Yugoslavia, Tito wasn’t able to do that, and he has still 
the very large majority of the population on the farm, and that is 
what I want to emphasize. The small landowner, that is really the 
hard core of the democratically minded population, and the anti- 
Communist population, if you want to be more precise. 

The Communist government knows, and admits, that their form 
of government cannot be solidly established as long as nearly 80 
percent of the population live on the farm and remain opposed to 
communism. 


FIVE YEAR PLAN FOR INDUSTRIALIZATION OF YUGOSLAVIA 


The most effective way to dispose of the bulk of the farming popu- 
lation is to displace about half of them from the farm to the factory. 
This is the so-called industrialization of Yugoslavia. It is the 
political necessity, not the economic necessity, which makes it im- 
perative for the Communist government to demand industrializa- 
tion. That is the essence of the 5-year plan. About half of the 
farming population will be forced to abandon their homes and move 
to settlements, built around factories. A new proletarian factory 
worker will come into existence. New masses of proletarian slave 
labor, restless, fearful, easily influenced by propaganda and effec- 
tively controlled by the police, will become the firm foundation of 
communism in Yugoslavia. 


CREATION OF A PROLETARIAT 


This project of creating a proletariat cannot be fulfilled unless the 
Communists have the money to buy machinery and equipment for 
their factories. In many instances the buildings exist, but they are 
now only empty shells—monuments to the folly of communism, as 
long as there is no machinery available. 

By voting for this appropriation for Yugoslavia, you are giving 
the Communists the means to start this monstrous project. Two 
more appropriations in the following 2 years, and the project will 
be completed. 

American democracy will have provided the means for the destruc- 
tion of the farmer in Yugoslavia. American capitalism will have 
been actively engaged in destroying its counterpart in Yugoslavia. 
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American taxpayers’ money will have been used to move—by force— 
millions of people from the farm to the factory. Does that sound 
to you like a good policy for the leading power of the great demo- 
cratic coalition ? 


RESISTANCE BY FARMERS 


Senator Ecron. Mr. Franges, are not the farmers totally unable 
to resist, regardless of what is done ¢ 

Mr. Frances. They are resisting within their possibility, and they 
are increasingly resisting. And, for instance, this year you had 
the first time “mentioned in the American press the sabotage of the 
farmer, and the farmer has not completed the grain harvest. And, 
mind you, that comes after a year of famine. If the farmer-throws 
away food after a year of famine, and doesn’t collect his harvest, 
you can imagine how strongly he feels about doing something to hurt 
his oppressors. 

Senator Ecron. Does not Tito use the force method and the con- 
centration camps ¢ 

Mr. Frances. You cannot use it against the whole population at 
the same time. My conviction is that if there is a law passed, and if 
everybody works against the law at the same time, then nobody can 
be punished. You cannot imprison the whole population. There- 
fore, the farmer didn’t collect more than 40 to 60 percent of the 
grain, and in came the corn now, and the time has come to put in seeds 
for winter rye, and such kind of seeds, for the next spring. That is 
behind schedule, and the collective farms which Tito established are 
going to pieces. 


FAILURE OF COLLECTIVE FARM PROJECTS 


I have two or three articles right here which I can show you, where 
they even specify where and how many farmers have left the collec- 
tive farms. 

When Tito started the collectjve farm project in order to encourage 
people to go into the collective farms, he said: 

Look, after 3 years, who wants to leave can go, and nobody will be forced to 

stay in the collective farms longer than 38 years, and after 3 years whoever 
want to leave can go, 
And now the 3 years are over, you see, and legally the farmer is en- 
titled to abandon the collective farm; to declare he doesn’t want to 
participate any more. They are doing that in masses, much to the 
disturbance of the government. 

Of course, Tito now says that— 

I didn’t mean it this way. I meant it in some other way. Evidently I couldn’t 
have meant that I will allow the collective farms to be destroyed by mass exodus 
from the farms— 
and he is trying to force them, and he is forcing them to remain. But 
it is very hard, if everybody is unwilling, to achieve results. If the 
farmer on the collective farm goes out and works as an office worker 
does, and if he works slowly instead of doing it a little faster, it is 
my conviction, as far as Yugoslavia is concerned, that a collective farm 
will never be successful except on the basis as a cooperative farm 
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works here, where everybody produces and gets credit for what he 
produced and what he put in the cooperative farm. That is a stimu- 
lant. ‘Then he will work, and he will hurry up, and he will try to 
produce as much as he can. But if he is working on a collective 
farm, there is the competition of who will do the least, and who will 
get least tired after the day’s work, because the part which he will 
get out of the collective farm will be the same if he worked hard 
or if he worked slowly. So he would really be a fool if he should 
work very hard. 

Besides, he is instinctively against the idea of communism. The 
fact which is important is that the farmer needs to organize his re- 
sistance but the instinct against Communism is here anyhow; the 
farmer may be destroyed individually or aioe ly, by some stronger 
force, but he will resist anyhow. He may organize or he may remain 
unorganized. But he will fight, anyhow. He cannot swallow it. 

The Russian peasant, after 20 years, during the German occupation 
was very tempted to destroy the collective farms, that is after 20 
years of existence of the Russian collec ‘tives, and he was very tempted 
to get out of it and to burn down the main buildings, quietly dividing 
among eccaiies the land. 

Senator Ecron. So human nature is just about the same every- 
where. 

Mr. Frances. That ts right. 


OPPOSITION TO INDUSTRIALIZATION AND ARMAMENT 


Senator Exvenper. Do we understand that from your testimony 
xr from your statement you have tiled in the record, th: ut you are re- 
questing that no funds be appropriated for the assistance of Yugo- 
slavia in the development of industrial plants ¢ 

Mr. Franers. No funds for the industrialization of Yugoslavia, 
and no funds, as far as | can see, for the armament. 

Senator ELnenper. Are you requesting any funds? 

Mr. FRANGEs. Yes. sir. ® e 

Senator E_Lvenper. For what purpose ¢ 


SUPPORT OF AGRICULTURAL PROGRAM 


Mr. FraNGrs. For agricultural improvement because the farmer 
will then be encouraged, and the Communist Government cannot 
object to obtaining money, if they can obtain any money. 


CAUSE OF SLOW-UP BY FARMERS 


Senator Bripges. =H you think this slow-up you speak of, Mr. 
Franges, is caused by the local Communists who object to Tito, o1 
do you think they i be inspired by Moscow ¢ 

Mr. Frances. The slow-down, youmean? The slow-down, I think, 
comes from the farmer, and then spreads over to the factory, on 
account of the fact nage as far as the industrial organization of the 
country is concerned, is terribly inefficient. They are short in 
everything, and there is a great deal of mismanagement, and there 
Is no competent management to direct them. In most of the indus- 
trial enterprises the manager was imprisoned and he was eliminated 
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from the process, and so were most of the qualified personnel in in- 
dustry. Therefore, there is at present a great shortage in experts. 
I even believe if you would vote some appropriation for industrializa- 
tion. it would be a failure in the long run, because he cannot put the 
farmer from the farm into the factory without giving him an educa- 
tion and making out of him a factory worker. And that takes time. 

Tito is pressed for time, and the discrepancy between industrial 
worker and farmer bothers him, and he has to make a 5-year plan, 
and it has to be all done in 5 years. And now, of the 5 years, 3 are 
over and only 2 to go. 

Well, it has to be quickly done in order to also gain a little bit or 
regain a litle bit of reputation, because the reputation is gone. They 
are really losing their belief that they will pull through. 

That is ones in the lower ranks. The higher ranks, I cannot 
oe ak of, but I can assure you that in the lower ranks there is a great 

al of trouble. 

lt is not fear from Russia; it is the fear that they will have such an 
economic collapse that they will not pull through. 


TYPE OF AID PROPOSED 


Senator Bripces. Let me ask you this: If this country should deny 
military aid to Yugoslavia, or industrial aid to Yugoslavia, what in- 
ternal results would result? Would Tito fall and Yugoslavia go 
complete ‘ly in the Russian orbit 

Mr. Frances. I don’t want to suggest that aid be abruptly stopped. 
I just want to suggest that aid will not be given to such an amount 
that he ean chi anve the social structure of the country. If you Want 
to keep him voing for ial while, smal] amounts would be p robably all 
right until something else is being prepared, 

You see, the State Department, as 1 understand it, banks on Tito, 
and nothing else, and there is no alternative. Until an alternative is 
being built up or prepared—and there are many ways to do so—Tito 
should have enough to keep on going. But one thing is to keep him 
going, and one thing is to build him up and to make the foundation 
for another Communist state. 

That is one of the things which I cannot quite understand in the 
ultimate consequence. You have in centr: aul Kurope predominantly 
farmers, and they are all looking to the United States as the possible 
and only hope for their liberation. How and when, they don’t know. 
But the United States is the only nation strong enough to do so 
eventually. 

Now, if they discover that the United States is not interested in the 
liberation or in democracy for central Europe, but that the United 
States is interested in developing a new brand of communism for this 
area which is equally repellent to them, you will lose the sympathies 
of all these people, which is a very valu: ible element. 

There are 90 million people there, and the *y are today still so im- 
pressed with America that I doubt if they would fizht American 
troops. I don’t think a Hungarian or a Rumanian regiment or a 
Czech regiment is going to attack any United States military unit. 
They won't do it. But that will disappear if American policy is to 
promote Litoism there, because to them Titoism and Stalinism in 
evervday life dloesn't show any ditterence, 








114 MUTUAL SECURITY APPROPRIATIONS FOR 1952 


Senator Extenper. I think the only reason why we are voting 
funds and furnishing supplies to Tito is to prevent the Russians 
from coming in and gobbling it; that is the purpose of my voting for 
it, and no other. 

Mr. Frances. If you put too big a slice into this, then you are 
destroying the farmer, and you don’t want that. If Yugoslavia las 
a strategic value, that it is supposed to have, you want ‘to have the 
farmer there. W hy do you think the farmer will fight? If he is so 
dissatisfied as he evidently is, why should he fight ? Especially as 
there is no sign from here that anybody cares about him. He has no 
indication that in the United States there exists an interest for the 
Yugoslav farmer and what is going to happen to him today or tomor- 
row. All that they hear from the official broadcasts is that the United 
States is supporting Tito or doing this or that for Tito. 

Senator Evienper. I think that the committee understands it, and 
has got a good picture of it, and we are very much obliged to you 
for your presentation. Thank you very much, sir. 

Chairman McKetiar (resuming the Chair). Mr. Fred Hausdorff 
and Mr. Robert Emmet Rodes, both of New York City, have for- 
warded statements to the committee requesting that they be made a 
part of the record of these hearings. Without objection the state- 
ments will be incorporated in the record. 

(The statements referred to are as follows:) 


STATEMENT OF FRED HAUSDORFF, ADVISER ON INTERNATIONAL FINANCIAL MATTERS, 
ASSOCIATED WITH THE FOREIGN DEPARTMENT OF WALSTON, HOFFMAN & Goop- 
MAN, MEMBERS OF THE NEW YorK StrocK EXCHANGE, NEW YorkK 5, N, Y. 


GENERAL STATEMENT 


My name is Fred Hausdorff and I am associated with the foreign department 
of Walston, Hoffman & Goodwin, members of the New York Stock Exchange, 
35 Wall Street. New York 5, N. ¥ 

Mr. Chairman and gentlemen, members of the Appropriations Committee, I 
have asked for the privilege to appear before you in testimony for the foreign 
aid bill. It is my aim, however, to induce you, Mr. Chairman and gentlemen, 
members of this select body, to strengthen the protection of American invest- 
ments abroad in the agreements with any recipient country in order to avoid 
that funds for economic aid be spent by our administration on recipient coun- 
tries who would not promptly pay indemnifications whenever properties in which 
United States investors—individuals and corporations—are expropriated in 
whatever form this may take place. I respectfully request you to amend the 
foreign aid legislation accordingly. 

With reference to the developments which have taken place in Iran, it is 
interesting to see our administration trying to help foreign investors to prevent 
or recover losses occurring owing to Iranian legislation nationalizing the assets 
of the Anglo-Iranian Oil Co. But whenever values of our own investments in 
some other countries were depreciated through foreign-exchange regulations, 
directives, and administrative rules, it seemed impossible to prod our adminis- 
tration into taking the necessary steps. 

Year in and year out for the last couple of years your committee has—owing 
to the great insistence of the administration—appropriated large sums of tax- 
payers’ money for economic aid to foreign countries, but on the other hand, our 
administration is doing little for assistance to American investors in the very 
same countries receiving large public funds whenever such investments are 
jeopardized by hostile acts in these countries. 

During my various trips abroad I received the most cooperative reception by 
our representatives abroad, but lack of backing from Washington is making it 
in many instances impossible for our representatives to obtain the necessary 
backing to safeguard our investments. 
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As a typical example I like to draw your attention to the fact that various 
«of my friends are the holders of 5-percent bonds of the Brazilian Railroad Co., 
Sao Paulo-Rio Grande, and at the time, these bonds wer® internationally sold 
the prospectus mentioned that interest and redemption were guaranteed by the 
Brazilian Government. However, in later years, that Government confiscated 
not only the railroad properties but also the private investments of this com- 
pany, without any indemnification to the owners. Some agreements by seem- 
ingly unauthorized French persons seem to have been made, but the Journal 
Officiel in France has never published any such agreement. In any case Ameri- 
can, Swiss, English, ete., investors have never been consulted and up to date 
have not received any indemnification for their assets worth far over $50,000,000. 

It is, therefore, unbelievable that the World Bank (International Bank for 
Reconstruction and Development) as well as the Export-Import Bank grants 
credits to Brazil without first trying to induce the Brazilian authorities to settle 
pending matters of confiscation and discrimination. 

As the credit standing of this World Bank is based on the contribution of the 
United States Treasury and our administration has to approve dollar loans, I 
hope you will see the urgency to amend legislation accordingly to avoid publie 
funds (taxpayers’ money) going to countries who confiscate our investments, 

There are various methods used by recipient countries to harm American in- 
vestors, and I believe that in no country so many directives (released and con- 
fidential) have been ordered by the foreign exchange and other authorities 
harming our investors as in the Netherlands. Any American investor holding 
Netherlands securities since a date prior to the war in the Netherlands has to 
pay a special penalty (besides paying normal custodian fees to the banks, trust 
companies, brokers, ete., in the Netherlands). This is done in the following 
way: Forbidding exportation of such securities, physically located in the Neth- 
erlands; consequently American investors desirous to sell their holdings can do 
so, but on terms laid down by Netherlands authorities, namely, prices for secu- 
rities 10 to 20 percent less than the prevailing market prices, should such secu- 
rities having been permitted to be exported to the United States and sold in the 
international markets. 

The use made by Netherlands authorities of the European Payment Union 
is probably well known to you. The Netherlands buying (but not paying) with 
EPU funds and reselling in hard currency countries products bought in Buro- 
pean countries, but such procedure seems to be stopped more or less by now 
as is hoped, 

Moreover, the Netherlands after having given letters of assurances by their 
Minister of Finance Dr. P. Lieftinckon January 22, 1916, and March 20, 1946, 
to the Honorable Fred M. Vinson, then Secretary of the United States Treasury, 
that deblocking facilities for blocked assets in our country under our Trading 
With Enemy Act will only take place in accordance with provisions of Nether- 
lands royal decrees (based on the principles of the joint declaration of January 
5, 1943, of which the Netherlands Government, then in London, was one of the 
originators and the terms of Resolution VI of the United Nations Monetary 
and Financial Conference, held in Bretton Woods) providing for registration 
of all securities and restitution of title. However, the Netherlands authorities 
ruled that title passed whenever purchase on a security exchange took place. 
With various countries the Netherlands authorities have made arrangements 
(agreements) recognizing title of the so-called looted securities by granting 
validation slips to securities holders who had to return some coupons dividends, 
thus making it impossible for dispossessed persons to obtain restitution of their 
securities. 

I myself am the owner of Netherlands trust certificates of American shares. 
Notwithstanding the letters of assurances mentioned above, our Department 
of State proved to be unwilling to protect my American interest in these Ameri- 
can securities and to protest with the Netherlands authorities. You may be 
interested to know that already about 4 vears ago these American securities 
were introduced in our market after deblocking was obtained by violating the 
agreements. But, I have to add that our Department of State finally decided 
to try to help me by simply writing to our Embassy at the Hague to request the 
Netherlands authorities to expedite court proceedings for restitution, but up to 
this date to no avail. 

The Department of State by making agreements with the State of the Nether- 
lands for looted securities in bearer form (bonds) but at the same time omitting 
to safeguard American investors’ interest in American registered securities did 








116 MUTUAL SECURITY APPROPRIATIONS FOR 1952 


great harm to investors all over the world which is leading investors abroad 
to prefer gold to securities, making consequently less money available for eco- 
nomic development af&d adding to the inflationary spiral. 

I hope that you, Mr. Chairman and the members of the your committee will 
investigate these important matters and am gladly at your disposal to answer 
questions you may have on this or any other matter mentioned by me. 

Thank you very much for your attention. 


STATEMENT BY Ropert EMMET Ropes, New York, N. Y. 


Mr. Chairman and Senators, I am extremely grateful to all of you for your 
individual and collective efforts to end violations of United States treaties in 
Morocco. 

Last year the ECA section of the General Appropriation Act carried a proviso 
reading : 

“Provided further, That after November 1, 1950, no funds herein appropriated 
shall be made available to any nation of which a dependent area fails in the 
opinion of the President to comply with any treaty to which the United States 
and such dependent area are parties. * * *” 

This was passed after the Department of State had objected to it to both 
Houses of Congress and to the committee of conference. 

The Department, just before the dead line, arranged that France would sue 
the United States in the International Court of Justice. The Department then 
persuaded the President not to make a determination of fact and then an- 
nounced that the treaty violations, which it had admitted and protested would 
continue and that aid would continue until the Court reached a decision. 

Since the decision will not be made for some time, the Department has had 
its own way, so far, just as though Congress had not passed the law. 

A statement showing the fallacy and inaccuracy of the Department's conten- 
tions in this case is presented for your consideration. It consists of a brief 
statement of the facts as I see them and explanation and documentation of the 
statement. 

To remedy this, I hope that you will repeat the language of the Senate-approved 
rider in the Economic and Technical Section of the bill now under consideration 
as follows: 

“Provided further, That after December 1, 1951, no funds herein appropriated 
shall be made available for economic assistance of any nation of which a de- 
pendent area fails to comply with any treaty to which the United States and 
such dependent area are parties.” 

I also suggest for your consideration language in your report which will 
reiterate the intent of this legislation, something along the lines of the fol- 
lowing: 

“This amendment is intended to require Morocco to the full extent guaranteed 
by treaties ratified by the Senate and specifically excluding the possibility that 
such treaties may have been altered by acts or agreements of the Department 
of State, to accord American citizens and trade identical treatment with those 
of France, to cease all attempts to create or maintain cartels or other monopolies 
forbidden by treaty, to follow treaty provisions in the collection and assessment 
of taxes and customs, and to reimburse excess amounts collected from United 
States citizens. This committee’s censure of State Department action in this 
case is already on record.” 


STATEMENT ABOUT STATE DEPARTMENT'S ACTION TO SET ASIDE APPROPRIATION ACT 
PROVISION TO END TREATY VIOLATIONS 
The Action 

The 1951 General Appropriation Act witheld funds from nations whose de- 
pendencies violate their United States treaties. This was to end abuses by 
French Moroccan officials which have been directed against American citizens 
and trade since 1947, 

The Department of State and first protested the violations and promised 
to remedy them. Later it formally agreed to waive the treaties, the official 
responsible claiming that the change was necessitated by “heavy French pres- 
sure.” Citing its waiver, the Department vigorously opposed the treaty enforce- 
ment proviso. 
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Congress refused to accept the Department’s views. Even the proviso’s 
opponents admitted that treaties could not legally be set aside in the manner 
claimed. The proviso passed the Senate by 48 to 29 votes and was adopted in 
conference. 

The Department then arranged for France to bring suit in the International 
Court of Justice to establish that the treaties should not be enforced and agreed 
that the appropriation restriction would be disregarded until the Court renders 
its decision. A Court time schedule slow enough to assure expiration of the 
Appropriation Act before the decision, was established. 

The Department's acceptance of the Court’s jurisdiction was voluntary, not 
mandatory, as the Department claims. Acceptance should have required rever- 
sion to heretofore-admitted treaty status while the case is pending. 

Two weeks before the suit was filed the New York Times reported French 
official admission of the legality of the United States position. The aggrieved 
party, victim of treaty violations, is the United States, who, in this absurd case, 
is defendant. The fund restriction requires treaty compliance. The plaintiff 
admits, but seeks to justify, noncompliance. On most of the issues the plain- 
tiff is an interloper without legal capacity to sue. After almost a year he 
refuses to state his capacity. 

Spurious as this suit is, the Department of State has used it as an excuse to 
have its own way, just as if Congress had heeded its request to disapprove the 
law, 


The results 


France continues to receive hundreds of millions of dollars from America while 
French oflicials retain hundreds of thousands of dollars in tax and customs 
overcharges to Americans—overcharges which the Department termed “illegal,” 
“discriminatory” and “arbitrary” and which it promised to recover. 

French cartels and other treaty-forbidden monopolies still dominate most 
Moroccan activities, freezing out American competition and making Moroccans 
pay exorbitant prices. 

Dollar-paid trade will still be diverted from the United States and Amer- 
ican traders to foreign countries where Frenchmen can control it. (Our 
Moroccan trade dropped $9,000,000, 25 percent, in 1950; Red China's rose 
$5,000,000, 85 percent, 

United States prestige in the Moslem world, already low, suffers from this show 
of weakness and because we again have helped French colonialism in its scheme 
to add treaty-forbidden economic and financial domination of Moroceo to the 
political control which it has already usurped in that legally sovereign nation. 
The State Department advances three principal reasons for its action in the 
French suit They do not seem to be supported by fact or logic. 

1. That the United States is committed to the Court’s mandatory jurisdiction : 
United States adherence to the Court excludes mandatory jurisdiction over 
actions by nations who have not assumed the same obligations and in cases 
involving multilateral treaties when all affected parties are not parties to the 
suit. Both exceptions apply in this case. 

2. That the Department's conditional recognition of the French Protectorate 
over Morocco and its own permission to France to waive treaty terms have 
altered American rights established by treaty: Secretaries of State Knox, Bryan, 
Lansing, Kellog, and Hull all ruled that the same treaties could be altered only 
with advice and consent of the Senate. The recognition, accepted by France, 
specifically reserved all United States treaty rights and explained that Senate 
approval would be required for their change. Any other conclusion would make 
Senate ratification of treaties meaningless and establish the right of a Cabinet 
officer to alter or rescind the supreme law of the land. 

%. That Moroceo’s dollar shortage excuses the treaty violation: Only one vio- 
lation, import embargoes, can be even vaguely related to exchange problems. 
Moroceo’s dollar deficit has become worse since the embargoes were decreed. 
The business lost by independent Americans has been more than replaced by 
increased dollar purchases from Red China and others. 

France undertook the suit by prior arrangement with the Department. The 
United States’ defense shows no desire to push the issue to a speedy conelusion. 
It is apparent that the suit was begun and is continued for the purpose of pro- 
viding the Department with an excuse for failure to act in the Morocco matter— 
not to determine any issue of law or justice. 

1, The American Bar Association Journal states that the suit had full prior 
assent of the United States. A Paris dispatch to the New York Times from 
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Michael Clark on October 12, 1950, states that “The French recognize the legality 
of this (American) position” and “are afraid that little can be expected to come 
of” a suit at The Hague. On October 28 the same correspondent stated that the 
suit had been entered with the “tacit assent of the United States diplomacy.” 

2. French official pronouncements, including a statement to the United Nations 
in 1949 admit the validity of the Act of Algeciras on which most American 
claims are based. These pronouncements amply justified an immediate motion 
to dismiss the suit as a spurious action lacking substance. 

3. The second treaty involved is between The United States and Morocco. 
Legally, France represents the Sultan of Morocco in foreign affairs but the latter 
is still sovereign. He opposes the suit and the French monopolization of 
Morocco’s economy of which the suit is part. Early in November the Depart- 
ment was urged to move for dismissal on the grounds that France, not having 
submitted proof that she is acting for the Sultan, is not a proper party to a suit 
involving this treaty. Instead, the Department merely asked the plaintiff 
whether he represents the Sultan and when he persistently refused to state 
asked the Court, on June 18, 1951, to determine the question. A diligent defense 
would have settled this issue at the very start by a motion to dismiss. 

4. While the Department could have insisted on the speedy handling which 
the Iranian oil case received, and that France revert to the 1947 treaty inter- 
pretation until the decision is reached, its original schedule and procedural 
delays will consume 18 months during which the treaty violations continue, 


STATE DEPARTMENT VOLUNTARILY INVOLVES UNITED STATES IN LITIGATION 


The Department of State’s claim that the United States is committed to man- 
datory jurisdiction of the International Court of Justice in the Morocco case is 
not substantiated by the facts and circumstances and inconsistent with other 
statements of the Department. 

Immediately after the Department made this claim the legal adviser was 
reminded, in a letter dated November 3, 1951: 

“The declaration (ratification) accepting World Court jurisdiction excepts 
‘disputes arising under a multilateral treaty unless all parties to the treaty 
affected by the decision are also parties to the case before the Court’ (S. Doc. 

23, 1946, p. 156)”" and that “Since all signatories of the Act of Algeciras are 
affected and only France and the United States are parties to the suit, we are 
not required to submit to the Court’s jurisdiction.” 

In spite of this Under Secretary of State Webb, on November 28, 1950, wrote 
the Commerce and Industry Association of New York, as follows: 

“It should be noted that the United States is subject to the compulsory juris- 
diction of the Court in cases of this kind and that the French action in sub- 
mitting an application to the Court leaves the United States with no alternative 
but to agree to this means of settling the dispute.” 

This letter was reproduced and distributed to Congress and the press as 
material justifying the Department's action in permitting the suit. 

Six months later when asked by a member of the Senate Finance Committee 
whether the United States might not be sued at The Hague in connection with 
reciprocal trade agreements, Mr. Winthrop Brown filed a statement for the 
State Department (pp. 1201, 1202, Senate Finance Committee’s hearings on 
reciprocal trade extension, 1951). This reads, in part: “the United States of 
America recognizes aS compulsory ipso facto and without special agreement, 
in relation to any other state accepting the same obligation, the jurisdiction of 
the International Court of Justice * * *, 

“This declaration accepting compulsory jurisdiction * * * specified that 
the declaration should not apply to ‘* * * (¢) disputes arising under a multi- 
lateral treaty, unless (1) all parties to the treaty affected by the decision are 
also parties to the case before the Court * * */ 

“The GATT is a multilateral agreement. Hence, under reservation (¢c) the 
United States would not be obliged to accept the Court’s jurisdiction unless all 
parties to the GATT affected by the decision were also parties to the case before 
the Court, or unless the United States specially agreed to the Court’s jurisdicton.” 

In the March issue of the American Bar Association Journal its editor in 
charge, Richard Young, indicates that the State Department contention may be 
challenged on a second score. He states: 

“In thus acceding to the proceedings at The Hague, the United States showed 
no desire to take advantage of a possible loop-hole in the compulsory jurisdic- 
tion of the Court asserted by France. France, in accepting that jurisdiction 
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by a declaration ratified on February 3, 1949, excluded therefrom disputes arising 
from facts or situations existing prior to that date. The United States might 
conceivably have claimed that under this exception proceedings could not have 
been instituted against France on the Moroccan question, as a situation existing 
prior to February 3, 1949; and that therefore, for lack of the reciprocity required, 
France could not hold the United State bound on the Moroccan question under 
the United States acceptance of compulsory jurisdiction.’ 


THE UNITED STATES CONDITIONAL RECOGNITION OF THE FRENCH PROTECTORATE IN 
MOROCCO DID NOT GIVE FRENCH CITIZENS OR TRADE PREFERENCE OVER THOSE OF 
THE UNITED STATES OR OTHERWISE ALTER AMERICANS’ TREATY RIGHTS 


The recognition was a purely executive act. It made full reservation for 
United States treaty rights, stating that they could not be changed without ad- 
vice and consent of the Senate. 

Furthermore, the recognition was without quid pro quo for the United States. 
It was purely a friendly gesture to bolster French morale and international 
prestige in her trying days of early 1917. Its terms were “accepted with satis- 
faction enhanced by the motives which inspired them,’ by Ambassador Jusse- 
rand, who also expressed his Government’s “sincere appreciation of the decision 
of the Government of the United States to recognize our protectorate in Morocco” 
and added “The terms in which you were so good as to notify it to us enhanced 
the value of this token of good will and my Government is confident that the 
traditional and sincere friendship between our two countries will be increased 
by this recognition” (Foreign Relations, 1917, vol. III, p. 1093). 

Ungratefully, France now contends to the International Court of Justice: 

“Since the Government of the United States has recognized in a formal man- 
ner the protectorate of France over Morocco by the notes of January 2 and Octo- 
ber 20, 1917, the Government of the French Republic could not admit claims 
which would in fact have the result of preventing it from fulfilling the mission 
which it has assumed” [of monopolizing Morocco’s economy }. 

A similar French claim was effectively opposed by the United States in 1929 
in a note which recalled all of the circumstances and terms of the conditional 
recognition of the protectorate and which concluded: 

“It is obvious from a perusal of the above documents that the United States 
merely extended political recognition to the French protectorate over Morocco, 
leaving the question of a possible modification of its treaty rights, which would 
require ratification by and with the advice and consent of the United States 
Senate, for future negotiations between the two Governments, and it is equally 
obvious that the distinction was clearly understood by the French Government. 
It need hardly be remarked that no such negotiations have ever been carried out 
or ratified. 

“In consequence, it is apparent that the treaty rights of the United States 
in Morocco remain as defined in the Act of Algeciras and previous treaties” (For- 
eign Relations, 1929, vol. III, p. 488). 


THE UNITED STATES NEVER HAS RECOGNIZED THE USURPATION OF MOROCCAN SOVER- 
EIGNTY BY FRANCE NOR THE PARTITIONING OF MOROCCO 


The protectorate arrangement provides that French personnel perform services 
for the Sultan of Morocco, who retains sovereignty and has sole legislative power. 
However, as Charles-Andre Julien, professor of colonial history at the Sorbonne, 
states in the April 1951 issue of Foreign Affairs: 

“The French Resident-General, charged with counseling the sovereign, in fact 
assumed the duties of ruler, while [French] functionaries set up direct admin- 
istration. It thus can be said that the protectorate system has been perverted 
in spirit as well as practice * * * .” 

The United States does not recognize this change. Under Cordell Hull the State 
Department reminded French representatives “that this [U. S.] Government, 
while recognizing the French protectorate, of course looked upon Morocco as a 
sovereign country and that it is our expectation that the American Government 
will be given equal opportunity in Morocco similar to that accorded any other 
country, including France” (Foreign Relations, 1934, p. 836). 

On October 4, 1949, Assistant Secretary of State Willard L. Thorp, in a pre- 
pared sworn affidavit, stated: “Morocco is a sovereign state under the rule of 
a sultan.” 
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France in December 1912 turned over a portion of her Morocean protectorate 
to Spain. Like the French protectorate, this was legally for administration only, 
leaving Morocco a unified sovereign nation. The United States, however, has 
persistently refused to recognize this partitioning. 

Paradoxically, the Department has recently helped France implement acts 
which stem from the usurpation of sovereignty and which strengthen the 
partitioning. 

The establishment of free convertibility of French Moroccan currency with 
that of France and its separation from that of the rest of Morocco was enforced 
without legislative authority over the Sultan’s disapproval. It would not be 
enforceable if an illegal customs barrier were not maintained between the French 
zone and the rest of Morocco. Nevertheless, recent State Department decisions 
have supported this illegal act and others claimed to stem from it. 


PRESENT AND PAST DEFENSE OF AMERICAN INTERESTS 


In 1949 the Department of State agreed to Moroccan trade proposals which 
deprived independent Americans of about 80 percent of the business they had 
built up under free competition. The proposals included quotas and a new sys- 
tem of customs evaluation. 

Secretary Cordell Hull was informed of a similar French attempt by Depart- 
ment officials who reported (Foreign Relations 1954, p. S70 and following) : 

“*  * * Phe French plan is to make Morocco a colonial possession with all 
that the name implies, i. e., complete domination and monopoly of trade as well 
as civil and military control, the latter having alrendy been achieved. * * * 

“The persistent policy of the French is to break down international, eco- 
nomic, and commercial liberty in Morocco, to favor French trade, and particu- 
larly to promote the interests of certain French financial groups which seek 
and have to a large extent obtained exclusive control over the basic and vital 
industrial and commercial enterprises of the protectorate.” 

Excerpts from Secretary Hull’s instructions to our Paris Ambassador follow: 

“This (United States) Government views with serious concern the threat to 


economic equality in Morocco * * * through the establishment of a new 
customs regime which * * * would involve a system of quotas as well as 


complete modification of clauses of the Act of Algeciras regarding assessment 
of dutiable values.” 

“You may state that this Government has been apprised * * * of an 
apparent persistent policy of the Protectorate Government, pursued during a 
considerable period, to break down through discriminatory decrees and other 
measures international, economic, and commercial liberty in Morocco, in favor 
of French trade in violation of the Act of Algeciras and other treaties. 

“In conslusion in order to make the position of this Government clear and a 
matter of record, you should advise the French that this Government * * * 
eannot believe that the French Government seriously contemplates * * * 
measures * * * which are discriminatory and not in harmony with treaties, 
or * * * establishing in Morocco an economic regime of the character 
proposed.” 


TREATY VIOLATIONS INCREASE MOROCCO’S DOLLAR DEFICIT 


The Department of State tries to justify the violations by vaguely connecting 
them with a dollar shortage. In reality only one, import embargoes, can be 
related to currency and its application has increased Morocco’s dollar deficit. 

Wartime controls were gradually abandoned in Morocco, through efforts of a 
large group of Moroccans, Frenchmen, and Americans who had full support of 
yovernor-General Alphonse-Pierre Juin against what Juin called “a veritable ad- 
ministrative feudalism created by regimentation.” 

In December 1948 on Paris instructions and over Juin’s protests and those of 
Morocco’s entire elected Assembly, controlled economy was reestablished in 
December 1948. 
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Most United States goods were embargoed in January 1949. The results have 
been as follows: 


Three years of Morocco’s dollar trade—1948-50 


{Figures are millions of dollars. Percentages are percent of Morocco’s total exports and imports] 


1948 1949 1950 
Dollar imports Percent Percent Percent 
From United States 34.2 13.0 5.7 12.1 26.8 8. 2 
Other 16. 6 z 8 19.7 &6 1) 6 9 
Total $ 50. 8 16.8 05. 4 18.7 57.4 7 
dollar exports... lee 0. 2 1.0 2. € 1.0 2 
Dollar deficit 13.1 1.4 3. 4 


Red China furnished $10,730,000 of the 1950 imports, an increase of 5 million 
dollars over 1949 and of 8S million over 1947 

Actually, the embargoes encourage dollar-purchased imports controlled by 
French agents, concessionaires and cartels and bar those depending on free com- 
petition. Thus dollar-paid cigars, which can be sold only by a concessionaire; 
sugar, controlled by a French cartel; radios, sold principally by French exclusive 
agents, are restricted. At the same time, DDT, cotton textiles, used clothing, and 
other essentials are embargoed because competition alone determines who protits 
from them. The embargoes have not improved Morocco’s dollar position but have 
destroyed most of the trade which independent Americans built up through 
successful competition. 

Even if the embargo of lumber and free import of soft-drink supplies were 
caused by Morocco'’s dollar deticit, there is no excuse for them now that our 
military expenditures far exceed the deficit 

The violations include illegal taxes, illegal customs, and maintenance of 
cartels and other monopolies prohibited by the treaties. These cannot be related 
to exchange problems, 

On October 3, 1950, the President of the American Chamber of Commerce of 
Morocco, a member of the United States Chamber, wrote President Truman a 
letter reading in part as follows: 

“In view of the foregoing, it is respectfully pointed out Morocco is failing to 
comply with the United States treaties as long as she shall not 

“(1) End restrictions imposed on two-way trade with the United States which 
are not applied identically to trade with every other nation; 

“(2) Compute and collect customs in complete conformity with the procedures 
and rates established by treaty; 

“(3) Cease the requirement for 3-percent guaranty for the importation of tea; 

“(4) Discontinue entry taxes and ‘cessions’ in kind which are imposed in 
addition to customs; 

“(5) Conclude arangements for prompt reimbursement of taxes and customs 
collected in excess of those allowed by treaty and for just compensation for 
cessions’ in kind; 

“(6) Cease all attempts to create or maintain monopolies in trade for trans- 
portation through cartels or otherwise, or to give a favored competitive position 
to any organization unless specifically permitted by treaty.” 

(from Hearings on the Mutual Security Program, pp. 562-1952.) 


THERE IS NO VALID SUIT AGAINST THE UNITED STATES BEFORE THE INTERNATIONAL 
COURT 


The action is brought by an interloper who patently lacks capacity to sue. 
Its purpose was to give the Department of State an excuse, however specious, 
to set aside a congressional mandate. 

As soon as the suit was announced the American Trade Association of Morocco 
(on November 38, 1950) wrote the Department pointing out five major fallacies 
in its decision. One of these was captioned “France is not qualified to sue.” 
The Department was reminded that, legally and officially, Morocco is a sovereign 
nation and that: 

“It follows then that since the appropriations restriction involves only United 
States-Moroccan treaties and not treaties or other agreements with France, only 
Morocco can sue regarding them. Since Morocco is a nonmember nation, she can 








122 MUTUAL SECURITY APPROPRIATIONS FOR 1952 


become party to the Court statute only with the aproval of the United Nations 
General Assembly and of the Security Council. Even then, the United States 
should determine whether the action is really that of the treaty power, namely 
the sovereign of Morocco, or is unauthorized action by French personnel legally 
under his jurisdiction. 

“In view of the fact that the entire French case stems from the forcing of free 
convertibility of Moroccan and French exchange, in an illegal fiat over the 
Sultan’s disapproval, and since all Moroccans desire the ‘open door’ which our 
treaties guarantee, it seems almost certain that the action would be unauthorized.” 

This was followed a few days later by discussions in which the Department's 
lezal adviser was urged to move to dismiss on several grounds, one being that 
France lacked the capacity to sue. This was refused. 

On page 179 of the State Department Bulletin for July 30, 1951, the Department 
states: 

“In October 1950 the Government of the French Republic instituted proceed- 
ings against the United States in the International Court of Justice concerning 
the rights of American nationals in Morocco. * * * 

“The case before the International Court involves the interests of both France 
and Moroceo as well as of the United States. The Treaty of Fez of 1912 estab- 
lished a protectorate by France over Morocco, pursuant to which Morocco is 
represented in foreign affairs by France. The French memorial, and the French 
application instituting proceedings, had not specified whether the French Gov- 
ernment brought this case on behalf of France, on behalf of Morocco, or on behalf 
of both countries. The United States Government is concerned that both France 
and Morocco, as well as the United States, should be parties to the case before 
the International Court and should be bound by the Court’s judgment. Since 
the French written pleadings had not made clear whether the moving party 
or parties were France, Morocco, or both, the United States Government sought 
in discussions with the French Government, beginning April 23, 1951, to have 
this point clarified prior to the filing of this Government’s countermemorial. 
However, representatives of the French Government informed répresentatives 
of the United States Government on June 9, 1951, that the French Government 
was not prepared to make any formal statement concerning the identity of the 
parties in whose name and on whose behalf the present case has been 
brought. * * * Accordingly, last week the United States Government filed 
with the Court, pursuant to its rules, a preliminary objection asking the Court 
to rule on the identity of the party or parties which had instituted the 
proceedings * * *,” 

The Department's objection to the Court (p. 180 of the Bulletin) includes the 
following significant passage : 

“* * * article 32 of the Rules of Court provides, in part: 

“) When a case is brought before the Court by means of an application, the 
application must, as laid down in article 40, paragraph 1, of the statute, indicate 
the party making it, the party against whom the claim is brought and the subject 
of the dispute. * * * 

“In the view of the Government of the United States, the application in the 
present case, as supplemented by the memorial, does not accord with the above 
requirements.” 

Obviously the Department should never have agreed to be sued upon such a 
faulty complaint. It should have moved to dismiss instead of entering into 
conversations with the plaintiff. It should have required proof that the Sultan 
of Morocco is suing, not rely on a French statement. 

If the Department had been more interested in protecting American interests 
and less in continuing French Morocco’s treaty violations this spurious suit would 
not now be before the Court. 


THE PLAINTIFF ADMITS THE “LEGAL VALIDITY OF THE UNITED STATES POSITION” 


The New York Times of October 13, 1950, carries a Paris dispatch by Michael 
Clark which reads in part: 

“The French and Americans also have been at variance over the status of 
American importers in Morocco. * * * 

“American importers have laid claim to exemption from French import regula- 
tions” [sic Americans only claim that Moroccan import regulations must apply 
identically to French and United States trade]. 

“While the French recognize the legal validity of this position they contend 
that a purely legalistic application of treaty rights would give American nationals 
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a wholly unfair advantage and would upset Morrocan economy.” [Yet, the “open 
door” is advocated by almost everyone in Morocco.] * * * 

“There has been talk in French circles of taking the dispute to the Court of 
International Justice at The Hague although the French are afraid that little 
could be expected to come of such a move.” 

A despatch from Clark on October 28, 1950, captioned “France explains Morocco 
action” ends: 

“The Hickenlooper amendment was adopted August 28 at the request of United 
States traders in Morocco and not at the instance of diplomatic representatives 
of the United States in areas that might be affected. [Obviously making it, 
from a diplomatic point of view, a sort of second-class legislation. ] 

“The uncertainty resulting from the Hickenlooper amendment and from the 
continued agitation of United States traders led the French Government, with 
the tacit assent of United States diplomacy, to turn to The Hague court for a 
decision,” 


NO REAL, HONEST QUESTION ABOUT UNITED STATES TREATY RIGHTS IN MOROCCO 


There is not and never has been any honest question about any but minor 
points of interpretation of United States-Moroccan treaties. 

The Department of States asserted “Under these international agreements 
the United States enjoys certain rights in Morocco including * * * most- 
favored-nation treatment and ‘economic liberty without any inequality.’ The 
right to freedom in matters of commerce is subject to exception * * * of 
a few specified products including tobacco, opium * * * ete, * * *” 

The Act of Algeciras, a multilateral treaty of 1906, binds signatory nations 
including France and the United States. United States and French official state- 
ments have repeatedly asserted its primary requirement to be “economic liberty 
without any inequality.” 

The 1950 United Nations report “Nonself-governing Territories,’ volume II, 
page 118, summarizing information supplied by France in 1949, states: 

“The customs status of Morocco is based on the following principles: Freedom 
of trade, and equal treatment among all countries (the Act of Algeciras), 
customs unity within the entire Sherifian Empire and uniform customs tariffs 
for all nations; however, the duty on imports cannot exceed 10 percent ad 
valorem.” (The Sherifian Empire is the domain of the Moroccan Sultan which 
includes the French, Spanish, and international zones. ) 

Under the Act of Algeciras, France agreed to respect the United States-Moroceo 
Treaty of 1836. This treaty is in simple language, impossible of misunderstand- 
ing. It requires: 

Article XXIV: “Whatever indulgence in trade or otherwise shall be granted 
to any of the Christian powers, the citizens of the United States shall be equally 
entitled to them.” 

Article XXVII: “(United States) Merchants may buy and sell all sorts of 
merchandise but such as are prohibited to the other Christian nations.” 

The only point for interpretation is whether France is a Christian nation! 

Referring to this treaty in an affidavit of October 4, 1949, Assistant Secretary 
of State Thorp swore: “This treaty is still in force.” 

In a memorandum dated July 11, 1950, opposing the Morocco amendment the 
Department of State asserted: 

“The treaty of 1836 requires equality of treatment to trade between Morocco 
and both France and the United States.” 

Alphonse-Pierre Juin, when Governor General of Morocco, repeatedly stressed 
the French commitments under the act of Algeciras and the desirability of main- 
taining them. As an example, he stated to the Moroccan Assembly, on January 
11, 1949: 

“IT have already stated publicly several times how necessary I consider economic 
liberty in the Sherifian Empire. The birth certificate of modern Morocco [Act 
of Algeciras] solemnly states that principle. But even if there were not an 
international treaty to bring it back tous. * * * 

On June 9, 1949, M. Mahomed Laraqui, president of the Moroccan Chamber of 
Commerce of Casablanca, in an interview on the United States-Morocean affair, 
stated: 

“The principle of the open door, which characterizes the economic law of 
Morocco, ought to be reestablished.” 

Those treaties apply in all Morocco. The administration of the international 
zone interprets them easily and satisfactorily to traders of all nationalities, as 
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they have always. been interpreted. The resulting free competition and legal 
customs practices have made France establish an illegal customs barrier between 
the international and French zones so that her own illegal practices cannot be 
avoided by trade passing through the port of Tangier. 

This, morally and legally, resembles the partitioning of Germany. The princi- 
pal difference is that trade between the two sectors of Germany is less restricted. 


SEPTEMBER 18, 1951. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
United States House of Representatives, Washington, D. C. 

Dear MR. CONGRESSMAN: Last year the General Appropriation Act contained a 
provision intended to oblige Morocco to comply with treaties which guarantee 
United States trade equality with that of France or any other nation. As a 
conferee you appreved this clause. 

Textile exporters inform us that Morocco still prevents the sale of United 
States textiles and other goods from this country. Although Morocco’s dollar 
purchases and dollar deficit have increased steadily since the embargoes were 
established, United States trade has decreased. During 1950 Morocco did $5,- 
000,000 worth of business with Red China while trade with the United States 
fell off by 25 percent, or in terms of dollars, by $9,000,000. 

Labor people working with ECA abroad tell me these trade restrictions are 
carried out by the French Government under pressure of the cartels and mo- 
nopolies which seek to suppress competition by every means in France proper. 
This program applies with peculiar severity in the French colonies. 

Both the popular press and the learned journals in this country (Foreign Af- 
fairs among others) have carried articles in recent months on the suppression 
of free labor unions in French Maroceo. A very reliable team of newspapermen, 
writing up the huge projects we have under way in Morocco—new air bases— 
state that American Army officers are protesting against French action in refus- 
ing to permit us to pay local labor decent wages. 

The fact is that the north African people are flirting with communism simply 
because of the stupid policies of the French colonial administration. 

As you know, my union only very rarely would approve any rider on appro- 
priation acts. However, in this particular case the situation is so glaring that 
we are recommending that a restriction similar to the one inserted in the foreign 
economic aid bill last year be again added by this Congress. The language, 
however, should be revised so as to allow neither our own Government or France 
any Opportunity to continue to shut out goods brought in from the United 
States 

Yours very truly, 
Joun W. EDELMAN, 
Washington Representative, 
Textile Workers Union of America. 


New York Crry 23, February 11, 1951. 
Hon. Par McCarran, 
Chairman, Special Subcommittee on Foreign Economic Cooperation, 
The Senate, Washington, D. C, 

Dear SENATOR McCarran: I am very grateful for your subcommittee’s report, 
finding that French officials in Morocco are violating United States-Moroccan 
treaties and that the Department of State is ignoring an act of Congress in order 
to support their actions. 

The conclusion is based on the United States-Moroccan Treaty of 1836 and the 
practice of United States review and approval of Morocean laws before United 
States citizens become subject to them. This approach is logical because it 
follows that adopted by the Department of State. 

However, I believe our right to pass on the applicability of Moroccan laws to 
Americans and our (extraterritorial) right to maintain our own consular courts 
are both of secondary importance in this case. Each one of the challenged French 
acts violates some specific term of the treaty of 18836 and of the 1906 Treaty of 
Algeciras, to which France also is party. Each one should be challenged on that 
basis alone, as would be done if we had no extraterritoriality. The State Depart- 
ment is without authority to review and accept a treaty violation. 
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The Department bases its pretended defense of our case on American immunity 
from Moroccan laws because this is less understandable and commands less 
sympathy than the obvious defense, which is that our clearly defined rights 
under treaty are being violated. It also allows the Department to allege that 
Americans wish “special privileges” in Morocco. 

The Treaty of Algeciras is summarized in a French report to UNO as follows: 

“The customs status of Morocco is based on the following principles: Freedom 
of trade, and equal treatment among all countries (the Act of Algeciras), cus- 
toms unity within the entire Sherifian Empire and uniform customs tariffs for 
all nations; however, the duty on imports cannot exceed 10 percent ad valorem 
(p. 118, vol. Il, United Nations Report on Non-Self-Governing Territories, Lake 
Suecess 1950). 

Americans in Morocco ask only that, in conformity with the above, American 
and French trade in Moroceo be on an identical basis; that taxes and customs 
duties collected in contravention of treaties be refunded and that future levies 
comply with treaty provisions; that Americans be free to compete in any business 
in Morocco except those monopolies set up by treaty. None of these requests has 
been obtained. We should insist upon them on the ground that they are gnaran- 
teed by treaty—not that they are denied by legislation which the United States 
has not approved. 

As examples: The French decree embargoing most United States products is a 
treaty violation because similar French goods enter Morocco freely. Further- 
more, since the “open door” required by the Algeciras Act is honored in the 
international (Tangier) zone of Morocco, the embargo could not be maintained 
without a customs harrier between Tangier and the French zone, which the 
French admit is forbidden by treaty. Monopolies enjoyed by French concerns 
and cartels, in addition to contravening the “equal treatment” and “free trade” 
treaty terms, also can continue only while the unauthorized customs barrier is 
maintained. 

The special-privilege charge by France stems only from the facts that under 
equal treatment certain United States products compete successfully with French 
products, and that Americans are more capable of trading with the United 
States than are Frenchmen. France’s prewar 34 percent of Morocco’s imports 
has risen to 70 percent Most of this business is controlled by Frenchmen Yet 
both France and the Department of State consider that this is entirely natural 
and that no special privilege causes it. 

The United States’ right to review Moroccan laws is clear. It is logical 
under the doctrine of equal treatment so long as France retains the same right. 
In addition to this, however, everything Americans are asking now is clearly 
justified under specific treaty terms which heretofore have been respected. 

Again thanking you and your committee for your efforts in our behalf, I remain, 

Yours sincerely, 
Rosert BE. Ropes. 


DEPARTMENT OF STATE, 
Washington, December 19, 1950 


Mr. Roverr EmMMet Ropes, 
President, American Trade Association of Morocco, 
New York 23, N. Y. 

My Drar MR. Ropes: The receipt is acknowledged of your letter dated Novem- 
ber 3, 1950, dealing with the action to be taken as a result of the French sub 
mission of the Moroccan Treaty question to the International Court of Justice. 

As you have requested, TI have given careful consideration to the arguments 
presented in your letter and its attachments. It appears to me that all the 
points raised in your letter will properly be befere the International Court of 
Justice when it considers the case. Even though we may not agree with the 
French contentions, it would hardly be appropriate for the President of the 
United States to take action based on a unilateral opinion on these matters 
while they are pending before the Court. The President has expressed agree- 
ment with this conclusion, and I do not feel that I could conscientiously ree 
ommend a different course of action 


Sincerely yours, 
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New York 23, N. Y., November 3, 1950. 
ADRIAN FiscuHer, Esq., 
Legal Advisor, Department of State, 
Washington, D. C. 


Dear Mr. Fiscner: I have examined the Department’s memorandum of Octo- 
ber 27, 1950, which states that France has asked the International Court of Jus- 
tice to invalidate certain terms of treaties between the United States and Mo- 
receo; that the United States has agreed to abide by the Court’s decision and 
that meanwhile, the President will withhold opinion as to whether Morocco is 
complying with the treaties in question and, presumably, will permit continua- 
tion of payments to France which current legislation makes contingent upon 
Morocco’s treaty compliance. 

This memorandum raises policy questions which will be brought to the 
attention of appropriate authority. You are requested to consider several legal 
questions, any one of which would seem to justify reversal of the above decision. 


Basis of dispute 


Treaty compliance would mean that Americans in Morocco could trade with 
the United States on a footing identical with that of citizens of any other country 
in trading between Morocco and their homelands; that customs and taxes would 
be assessed and collected as required by the Act of Algeciras and that overcharges 
resulting from failures to comply with the act would be reimbursed; that Ameri- 
cans would be assured the liberty which our treaties guarantee of free competi- 
tion in any Moroccan business, specifically including the right to compete with 
any monopoly or cartel established in contravention of treaty terms, 


French have not established a prima facie case 


While the Department of State has held, for various reasons, that some of 
these measures should not be enforced, it has admitted that treaty compliance 
would require them. Its memorandum to the Senate Appropriations Committee 
stated: “The United States enjoys certain rights in Morocco including * * * 
most-favored-nation treatment for United States commerce and ‘economic liberty 
without any inequality’,’ and stated further: “The treaty of 1836 requires 
equality of treatment to trade between Morocco and both France and the United 
States.” 

French officials often have made similar statements. The following excerpt 
from France's 1949 report to the United Nations is found on page 118, volume II, 
United Nations Repert on Non-Self-Governing Territories, Lake Success 1950: 

“The customs status of Morocco is based on the following principles: “Free- 
dom of trade, and equal treatment among all countries (the Act of Algeciras), 
customs unity within the entire Sherifian Empire and uniform customs tariffs for 
all nations; however, the duty on imports cannot exceed 10 percent ad valorem.” 
(Statistical and other charges amounting to an additional 244 percent are not 
included. ) 

On October 31, 1950, France in declining to give Morocco more independence 
stated: “Any reconsideration of the Treaty of Fez (establishing the protec- 
torate) would automatically involve the Algeciras powers, including Russia, 
which settled the first Morocco crisis in 1906." If the powers which relinquished 
their Algeciras rights in exchange for France’s obligations under the protec- 
torate can insist that the latter remain unchanged, it seems clear that our rights, 
which were retained when we conditionally recognized the protectorate, remain 
as they were established at Algeciras, 

A dispatch on the subject of the French court action by Michael Clark to the 
New York Times under Paris dateline, October 13, 1950, ends: “There has been 
talk in French circles of taking the dispute to the International Court of Justice 
at the Hague, although the French are afraid that little can be expected to come 
of such a move.” 

This suit is a flimsy pretext for continuance of both aid and treaty violations in 
spite of legislation clearly intended to end either one or the other. 


France is not qualified to sue 


The United States official conception of Morocco’s status was stated under 
oath by Assistant Secretary Willard Thorp: “Morocco is a sovereign nation 
under the rule of a sultan.” This was confirmed by France when Morocco was 
excluded from the Atlantic Pact, although Algeria, less important strategically, 
was included. It follows then that since the appropriations restriction involves 
only United States-Moroccan treaties and not treaties or other agreements with 
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France, only Moroceo can sue regarding them. Since Morocco is a nonmember 
nation, she can become party to the Court statute only with the approval of the 
United Nations General Assembly and of the Security Council. Even then, the 
United States should determine whether the action is really that of the treaty 
power, namely the Sovereign of Morocco, or is unauthorized action by French 
personnel legally under his jurisdiction. 

In view of the fact that the entire French case stems from the forcing of free 
convertibility of Moroccan and French exchange, in an illegal fiat over the 
Sultan’s disapproval, and since all Moroccans desire the “open door” which our 
treaties guarantee, it seems almost certain that the action would be unauthorized. 
France and Morocco have no cause of action 

If there is an aggrieved party, it is the United States. Neither France nor 
Moroceo has any cause of action. The treaty violations which give France and 
her nationals economic preference in Morocco are continuing. Even if Morocco 
favored these measures she would have no complaint for they are in full force. 
The French official dispatch admits that France is having her own way in 
enforcing regulations protested by the United States and that it is only the 
Hickenlooper amendment which has made the suit necessary. France’s only 
grievance is that the United States has placed certain conditions on the con- 
tinuance of France’s ECA funds. An action based on this claim is absurd. 


France offers no defense either legal or equitable against certain of the complaints 
made by Americans 

The only complaints by Americans which France has disputed, on any basis, 
are those directed against Moroccan “consumption taxes” and import embargoes. 
She challenges the United States heretofore admitted right to approve or dis- 
approve such measures insofar as they affect American interests. This is beside 
the point. The taxes are levied on United States necessities while French 
luxuries are exempted. The embargoes exclude United States products while 
similar products from France and other nations are admitted. Approved or 
disapproved, these measures contravene treaty terms limiting taxes and assuring 
equal treatment and an “open door” for our commerce, 

France does not attempt to defend her illegal customs assessment methods 
nor her illegal monopolies. Both of these practices have been condemned as 
not only illegal but arbitrary by well-qualified Moroccan and French opinion. 
The French admission to the United Nations that the Act of Algeciras requires 
“eustoms unity within the entire Sherifian Empire’ and her claim that this 
is in effect, makes it impossible to defend the special customs barriers and 
practices actually instituted unilaterally in the French zone. 

The court action has no bearing on the appropriations legislation 

The Department's memorandum accurately summarizes the French posiiton as 
follows: “The French Government maintains that the United States treaty 
position in Morocco is anachronistic, that certain of our treaty rights have 
ceased to exist or have been superseded by later agreements and practices.” 

An identical contention was advanced by the Department in attempting to 
persuade Congress to defeat the restriction which it enacted. The Department's 
memorandum on page 258 of the Senate hearings on ECA reads in part: “It 
is noted that some of the complaints they (Americans) have made appear to 
be based on the original treaty position rather than on the failure of the French 
to live up to their agreement with the United States. It is apparent that mis- 
understandings have developed between the United States and France over 
our treaty position and the French appear to believe that we are clinging to 
outmoded rights.” 

This French point of view, that other arrangements might aler the treaties, 
Was considered and discarded when the legislation was debated. Page 11513 
of the Congressional Record for July 31, 1950, shows that Senator Lucas, when 
asked whether “even the ECA Act can set aside a treaty * * * ratified by 
the Senate of the United States,” answered: “No. I do not agree at all that a 
law can set aside a treaty.” He urged, nevertheless, defeat of the legislation 
“regardless of any technicalities which might be raised with respect to whether 
a treaty has been violated or has not been violated.” Passage of the legislation 
after consideration of this proposal makes it obvious that Congress intended aid 
to be cut off unless Moroccan treaties are honored. 

The equity and basic merit of the French contentions also was reviewed in 
detail before the legislation was passed. The lengthy attempted justification 
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of the French position appended to the Department’s memorandum of October 
27, 1950, is identical with the material appearing on pages 258-263 of the com- 
mittee’s hearings report. An answer, circulated to Congress, is attached hereto. 

The French make no claim that Morocco is complying with the treaties in 
question. They merely seek to have the court declare that for various reasons 
the treaties should not be enforced. Even if the court should make such a de- 
cision, it would not justify continued aid to France, which, after due consider- 
ation, Congress has made conditional upon treaty compliance. 


To summarize 

The Department’s own findings, official French statements and France’s plead- 
ings all indicate a case which is far too flimsy to constitute even a pretext for 
delay in application of the legislative restriction. 

France is not qualified to bring, in her own name, an action relative to United 
States-Morocean treaties. If the action is brought in Morocco’s name, the 
Sultan’s authorization is necessary and United Nations approval seems to be 
required. 

Neither France nor Morocco has a cause of action as neither is prevented from 
continuing treaty violations. The action is, in reality, one to continue ECA 
grants to France without fulfillment of a condition on which the funds are 
authorized. 

Certain of Morocco’s admitted treaty violations are neither denied or defended 
in France's action. 

Even if France’s action to invalidate the treaties should be entertained and 
should succeed, it will not establish the treaty compliance by Morocco which 
alone justifies continued aid to France. 

I hope that:you will carefully consider the foregoing and will change the De- 
partment’s recommendation to the President accordingly. 

Yours sincerely, 
ROBERT EMMET Ropes, 
President, American Trade Association of Morocco. 


Copy oF LETTER ADDRESSED BY COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK 
TO THE HONORABLE Harry S. TRUMAN, PRESIDENT OF THE UNITED STATES OF 
AMERICA 


OcTOBER 26, 1950. 

DEAR Mk. PRESIDENT: Presumably the United States entered into treaties with 
Morocco to protect and promote American trade with Morocco where French 
personnel serve the Sultan under a protectorate agreement. Previous attempts 
by French colonial officials to restrict American trade in Morocco have been 
vigorously and successfully opposed by our Government. For the past 2 years, 
however, Morocco has disregarded her treaty obligations without serious oppo- 
sition from the United States Government. 

Morocco is imposing restrictions on United States trade in direct contravention 
of the terms of the treaty; duties and taxes far exceed the 12-percent maximum 
established by the act of Algeciras; procedure specified in the treaty for the 
assessment of duties is disregarded; despite treaty guaranties of free competi- 
tion, cartels and monopolies enjoy a favored position. 

The General Appropriations Act of 1951 specifies that economic assistance 
be withheld from any nation of which a dependent area fails in your opinion 
to comply with any treaty with the United States. Accordingly, we strongly 
urge that you promptly inform the French Government that violations of the 
treaty on the part of Morocco must cease immediately, particularly (a) over- 
charges of customs: (b) unauthorized collections of taxes in cash or otherwise ; 
(c) exclusion of United States goods other than those specifically excepted in 
the treaty; and (d) discrimination by French colonial officials in Morocco against 
United States products by granting more favorable consideration to the goods 
of other countries. 

Unless we as a nation live up to the provisions of our treaties and insist that 
other nations do likewise, particularly those which we are assisting so liberally, 
there can be little hope for the sanctity of treaties or for the security of our 
trade relations with other countries. The maintenance of the basic principles 
involved is of even greater importance than the effect on our trade with Morocco. 

Respectfully submitted. 

JosepH A. SrncLarr, Secretary. 
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THe WHiIreE Howse, 
Washington, November 9, 1950, 
Mr. JOsePH A, SINCLAIR, 
Secretary, Commerce and Industry Association of New York, Inc., 
New York 7, N. Y. 

My Bear Mr. Sincrair: The receipt is acknowledged of your letter of October 
26, regarding alleged French violations of United States commercial treaty 
rights in French Morocco. 

The French Government on October 28, 1950, filed an application with the 
International Court of Justice for an adjudication of the question of the nature 
and extent of United States treaty rights in Morocco. The application filed by 
the French and the reply thereto which will be submitted by this Government 
will result in an adjudication of the basic questions involved in the points which 
you raise and regarding which there is a fundamental difference of opiniun 
between this Government and the Government of France. 

This Government is subject to the compulsory jurisdiction of the Court in 
eases of this type and it is believed that this is an appropriate and democratic 
way of resolving the present dispute between the United States and France 
regarding our treaty rights in French Morocco. In view of the fact that these 
very questions will be pending before the International Court of Justice, the 
President will not make a determination regarding compliance with our treaties 
until the decision of the Court defining our rights in Morocco has been received. 

It is my understanding that a copy of your letter to the President has been 
forwarded to the Department of State and that that Department will furnish 
you with detailed information regarding this matter. After the receipt of that 
letter giving you the background of this problem, I hope that you will agree 
that this Government has taken all possible steps consistent with existing world 
economic conditions to protect United States commercial rights in Morecco. 

Very sincerely yours, 
WittraM D. Hassett, 
Secretary to the President. 


COMMERCE AND INDUSTRY ASSOCIATION OF New York, INC., 
New York 7, N. ¥., March 23, 1951. 
Hon. JAMES E. Wess, 
Under Secretary of State, 
Department of State, Washington, D. C. 

Dear Mr. Wess: Through an oversight I find that we neglected to acknowledge 
your letter of November 28, 1950, with enclosures, which replied to our letter of 
October 26 to President Truman with regard to violation of United States treaty 
rights in Morocco. 

The statements in your letter and the enclosed material are, of Course, similar 
to that submitted to Congress by the Department in opposition to the legislation 
subsequently enacted. 

Contrary to your statement that we have not been fully informed regarding 
this matter, your letter and memorandum confirmed that we were correctly 
informed that the Department had not only done little to protect our rights 
in Morocco but had actually arranged that both the violation of our treaty 
and ECA aid to France would continue despite the action of Congress that one 
or the other must stop. 

The report of the Special Subcommittee on Foreign Economic Cooperation of 
the Senate Appropriations Committee entitled “Violation of the United States 
Treaty Rights in French Morocco” specifically points out that the State De- 
partment has deliberately circumvented the will of Congress. The excellent 
report issued by Senator McCarran and his committee indicates that it is up to 
Congress to decide whether or not the Department can continue to disregard the 
indicated will of Congress. 

Yours sincerely, 
JosepH A. Srnorarr, Secretary. 





130 MUTUAL SECURITY APPROPRIATIONS FOR 1952 


Chairman McKutuar. Secretary Acheson has supplied certain 
information which was requested by Senator Ferguson. This infor- 
mation will be inserted at this point in the record. 

(The information referred to is as follows:) 


(See p. 33) 


At this point, Senator Ferguson handed Secretary Acheson a memorandum 
labeled as ‘‘Memorandum I,’’ which consisted of a set of questions which together 
with the answers are hereinafter set forth. In compiling the data requested, it 
has been necessary to utilize the personnel and facilities of several agencies, with 
the result that varying degrees of thoroughness are evident among the data sup- 
plied. The length of the material is not to be taken as an indicetion of the 
importance the executive branch attaches to the subject matter. In addition, 
all of the material had to be compiled and assembled in great haste to meet the 
time factors involved in incorporating the material in the printed hearings and 
it has not been possible to thoroughly check the accuracy of all of the data sup- 
plied. The Senator’s questions are basically economic in character, and it has 
therefore been assumed that except in certain obvious instances, the questions 
referred to the economic program only. 


e 


MEMORANDUM I 
I. Existinc CoMMITMENTS OF THE UNITED STATES FOR ForrE1GN AID 


1. What are the present commitments of the United States, exclusive of S. 1762, for for- 
eign aid under existing treaties and statutes? 

The United States has undertaken no binding commitments which would 
create an obligation on the part of the Congress or the executive branch to provide 
foreign aid, apart from commitments which have been already approved by the 
Congress. 

In another sense, however, the executive branch is under the constant necessity 
of entering into ‘‘commitments involving the provision of foreign aid in order to 
conduct effectively the foreign policy of the United States. Such commitments 
are, of course, always made with the explicit understanding that they are subject 
to the provision by Congress of the funds required to carry them out. 

Without this power to make limited commitments (whether or not pursuant to 
existing treaties) it is plainly impossible to carry out the foreign policy of the 
United States. The best example is the present effort of the United States to 
create defensive military strength in Western Europe. The United States, as one 
of the parties to the North Atlantic Treaty, pledged itself to a long-term commit- 
ment, separately and jointly, by means of continuous and effective self-help 
and mutual aid, to maintain and develop * * * individual and collective 
capacity to resist armed attack. Ifthe military objective, essential to our security, 
of building adequate strength in Western Europe is to be achieved, the nations 
of Western Europe must accept the sacrifices implicit in building such strength. 
In their calculations of the degree of effort of which they are politically, economi- 
cally, and militarily capable, they have to know how much assiste..ce the United 
States is prepared to provide. Moreover, the success of United States efforts to 
persuade them to undertake greater obligations, and more rapid development 
of strength, depends on the ability of those who are negotiatins; for the United 
States to make judicious use of the bargaining power which the provision of 
foreign aid involves. Unless these negotiators have some freedom to agree that 
the Congress will be requested to provide aid within certain limits imposed on 
them by good judgment, their persuasive ability is reduced very drastically. In 
the same sense, the United States undertook commitments by subscribing to the 
Charter of the United Nations to supply it with a fair share of the funds necessary 
for its administration, and to make contributions in support of its activities. An 
example of the latter type is the United Nations effort for the relief and reconstruc- 
tion of Korea, to which the United States pledged itself, always subject to congres- 
sional approval, to contribute $162,500,000 during fiscal vear 1952, and beyond 
that to make contributions in unspecified amounts so long as the enterprise 
continues. 

Other commitments come about by virtue of congressional authorization of 
specific foreign aid projects. Public Law 375, Seventy-seventh Congress, auth- 
orized the United States to assist in the construction of the Inter-American 
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Highway through Central America and Panama; Public Law 375, Seventy- 
seventh Congress, was amended by Public Law 739, Eighty-first Congress to 
authorize the appropriation of $8 million for this purpose. Of this authorized 
amount, the Eighty-first Congress appropriated $4 million. A conference report 
now pending in the Eighty-second Congress would appropriate another $3 
million. It is estimated that an additional sum of $57 million, combined with 
the contributions of the Central American Republics, including Panama, will be 
necessary to complete this undertaking. There is not, however, a commitment 
to provide this amount, and the making of a commitment to such effeet would 
be subject to necessary appropriations. 

Still a different aspect of this question is represented by the agreements of the 
United States under Public Law 535, Eighty-first Congress, and Public Law 369, 
Kightieth Congress, as amended by Public Law 283, Eighty-first Congress, to 
give technical assistance to various countries in Latin America. All of the agree- 
ments would come within the purview of the Mutual Security Act in fiscal vear 
1952. However, 33 of the agreements with 18 countries concluded under Public 
Law 369, Eightieth Congress (The Institute of Inter-American Affairs Act) as 
amended by Public Law 283, Eighty-first Congress, run until June 30, 1955, or 
for the presently authorized life of the institute. These 33 agreements are 
binding agreements subject only to the availability of funds after June 30, 1951. 
In the event the funds requested for fiscal vear 1952 are appropriated, these 
agreements will be amended to make them subject to the availability of funds 
after June 30, 1952. 

Finally, there is the type of commitment which is implicit in the effective con- 
duct of military operations. Thus, our present operations in horea give rise to 
an obligation to provide certain assistance in the form of relief against disease 
and unrest, and Department of Defense appropriations take this into account. 
This obligation will continue so long as operations continue and will give rise in 
the future to the necessity for specifie financial commitments for aid which, 
again, will of course be subject to the appropriation of requisite funds. 

2. How much financial support does the United States give to such internationnvl 
wrganizations as the United Nations, the International Bank, the International 
Monetary Fund, etc.? 


United States contributions to international organizations ! 


{In millions of dollars] 


Estimated, 
fiscal year, 
1952 


Fiscal year 
1951 


(a) Regular budgets of international organizations: 
United Nations 
Specialized agencies of United Nations 
Inter-American organizations 
Other international organizations 


Subtotal 


(6) Emergency relief and other special activities 
International Civil Aviation Organization 
Joint support program 
International Refugee Organjzation 
Multilateral technical assistance programs, UN and OAS 
United Nations Relief and Works Agency for Palestine Refugees 
United Nations Korean rehabilitation program 
United Nations International Children’s Emergency Fund 


Subtotal 


There is no assessed contribution to the operating budgets of the International Bank for Reconstruction 
and Developments or to the International Monetary Fund. These expenses are met out of their gross 
income and capital funds and hence no annual appropriations are required. The capital subscription of the 
United States to the International Bank is $3,175 million, and to the fund is $2,750 million 

2 Included in mutual security bill for 1952 
3 In addition, $5.7 million has been appropriated which has not yet been contributed 
4 Legislation pending, with estimated requirements for 1952 of $12 million 
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3. How much money for foreign aid is still available unaer existing appropriations? 


The unobligated balances, which are proposed to be carried forward in 1952, are 
contained in the following accounts: 
Title I—Foreign Assistance (ECA) $1, 383, 000 
Title III (excluding Korea)—China Aid__________-_--- _. 4, 721, 246 
Title III Korea—Assistance to the Republic of Korea_ -- 50, 200, 888 
Title IV—Salaries and expenses, the Institute of Inter-American 

Affairs _ _ - _- rearmiynere rd ee: 754, 347 


Total Sree ane aera 57, 059, 481 


II. Tests or Forercn-Arip PROJECTS 


1. What specific, concrete, objective tests are used and can be used in screening 
projects which are candidates for foreign aid? 


2. What are the specific, concrete, objective tests of the success of these projects? 


“s 
TITLES Il, WI, AND IV 


In general, tests for measuring the success of a project are the same as those 
for screening requests. The prime test applied in evaluating proposed projects 
is the extent to, and the speed with, which the project can be expected to aid 
the efforts of underdeveloped countries to develop their resources and improve 
their living conditions. 

Following are samples of specific tests, used as applicable. 

Is the project designed?— 

(a) To make a maximum impact on local ettitudes. 

(b) To improve production of items in short supply locally, and to improve 
the trade balance. 

(c) To meet pressing requirements in the fields of public health and 
education. 

(d) To meet emergencies threatening the well-being of the population. 

(e) To contribute to the defensive potential of the country. 

(f) To help safeguard continued flow of strategic supplies. 

(g) To round out other resources available for economic development. 

(h) To benefit the free world in terms of increased supplies of raw materials 
and expanded markets. 

(7) To make economic use of resources, especially those in short supply 
in the United States and Western Europe. 

(7) To be carried on by local interests along the same lines when the 
United States aid is withdrawn. 


TITLE I 


In the case of the European countries, the review and approval of the use of 
economic-aid funds for specific projects (including purchase of commodities for 
current consumption as well as capital investment), it is first necessary to estab- 
lish at least a preliminary economic support target for the fiscal year. In the 
case of the NATO countries, this preliminary economic support target is directly 
related to the volume of rearmament which each.country is able to and will 
undertake. 

ECA, with appropriate assistance from the Departments of State and Defense, 
has established for each country a level of ‘“‘defense expenditures’ which it is 
believed that each such country can undertake. These estimates in absolute 
terms and a percentage of gross national product are as follow: 
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National military expenditure; amount and percent of gross national product 


National military 
expenditures 


Countr 
y Percent of 


gross 
national 
product 


Amount 


NATO countries: 
Belgium-Luxemburg 
Denmark 
France 
Iceland 
Italy 
Netherlands 
Norway 
United Kingdom 


Total NATO countries 
Germany ! 
Austria 
Greece 
Turkey 


! Being negotiated. 


These estimates have been based upon a comprehensive analysis of the capacity 
of each country to divert resources to rearmament and to maintain the minimum 
economic progress necessary to support the rearmament burden. The facts taken 
into account in determining the national resources which could and should be 
devoted to rearmament include the following: 

1. The rate of growth of productivity which could reasonably be projected for 
each country, taking into account the rate of increase in recent years, recent levels 
of investment, and the extent to which the degree of utilization of both manpower 
and plant and equipment could be increased. 

2. The level of consumption necessary to achieve the anticipated increase in 
gross national product and consistent with the expected rearmament effort of the 
economy. In Western Europe as a whole, the standard of living has just about 
returned to its prewar level after 12 years of real privation, shortages, and infla- 
tion. In most of the northern countries some rationing is still in foree and many 
types of goods are difficult or impossible to obtain. Nevertheless, a part of their 
rearmament will be paid for in a lowered standard of living. In another group 
of countries, notably France, Italy, and Germany, the average standard of living 
has been depressed and particular groups have suffered severely because of inflation 
has so sharply cut into their realincomes. In these countries, suffering either from 
unemployment or underemployment, a stepped-up defense effort will be associated 
with a rise in average standards of living. 

3. The level of investment required to maintain the rate of rearmament and 
necessary economic growth and stability. In countries whose postwar investment 
programs have by and large already achieved satisfactory results, such as Norway, 
some decrease is projected which would make it possible to divert a large share of 
total resources to the rearmament effort without impairing the future economic 
growth of the country. In countries suffering from underinvestment, on the 
other hand, such a decrease seems undesirable and contrary to the longer-run 
economic and political objectives of United States policy in Europe. 

4. A level of exports consistent with giving priority to the rearmament effort 
but which would make it possible for the economies to earn foreign exchange, 
particularly dollars, in order to reduce the need for United States assistance and 
improve the longer-run trade prospects for Europe. 

5. Budgetary limitations. The extent to which it was considered feasible for 
the Government to obtain control over additional economic resources by taxation 
and the size of the budgetary deficit which the Government could incur without 
adverse effects on the financial stability of the economy and on the production 
effort. 

The next step was to examine the external or foreign exchange resources which 
each country would require to sustain the proposed volume of rearmament and 
the essential underlying economic base and to make a preliminary allocation 
among countries of United States economic support in order to meet, insofar as 
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feasible, the deficiencies in the foreign exchange resources otherwise available. 
While it is obvious that the level of rearmament which each country can under- 
take cannot be established in complete independence of the amount of economic 
support which such country is to receive it is, nevertheless, possible through a 
series of approximations to establish for each country a level of defense expendi- 
tures in relation to economic support designed to secure the maximum feasible 
level of defense activity by the NATO countries, and this has been done. The 
following economic support estimates ECA is using for illustrative purposes are 
directly associated with the level of rearmament shown above: 


Tliustrative economic aid, 1951-52 


{In millions of dollars} 
NATO countries: 
Belgium-Luxemburg 
Denmark 
France 
Iceland 6 
Italy 
Netherlands 105 
Norway 
United Kingdom 0 


Total NATO countries 194 
Germany 114. ¢ 


Total NATO countries and Germany 608. 
Austria 105 
Greece 170 
Turkey 45 
Yugoslavia 40 


Grand total 968. 518 


\s soon as the precise amount of funds to be made available by the Congress 
for economic support is known the United States will undertake a series of nego- 
tiations to reach agreement on the defense programs for each of the NATO 
countries and the volume of economic support which each country will require 
in order to achieve the defense targets. While these negotiations will have to be 
on a bilateral basis, the United States will take fully into account all develop- 
ments in NATO and SHAPE which bear on the matter. To the extent that any 
country is unwilling to commit itself to the level of defense expenditures which 
the United States believes it is feasible to obtain, an appropriate adjustment will 
be made in the amount of United States economic support to that country. Un- 
less such country can submit convincing evidence that the United States analysis 
is in error, any lesser level of defense production by a NATO country will mean 
a corresponding reduction in economic support. 

When at least a preliminary agreement has been reached on the generel level 
of economic support which @ country will receive in return for an agreed level of 
defense expenditures then it will be possible to screen effectively proposals for 
the use of these funds. For purposes of administration the proposals fall into 
two classes, one class ECA designates as ‘“‘projects,’”’ and the other falls into the 
more general category of supply programs. Projects are defined as substantial 
additions to the industrial or agricultural plant of 2 country. Supply programs 
may be defined as the amounts of commodities required for current consumption 
or for modernizing or improving the existing industrial or agricultural plant. 
The request for the use of economic support, funds for assisting in the construction 
of 2 new steel plant would normally be considered a project whereas the purchase 
of nonferrous metels, of general-purpose machine tools or other electric motors 
would normally be considered 2s 2 supply program. 

The preceding paregraphs set forth the basic relationship between economic 
support and the European rearmament effort. The answers to your specific 
questions in this context are as follows: 

Question. “‘What specific, concrete, objective tests are used and can be used 
in screening projects that are candidetes for foreign aid?”’ 

Answer. Projects which are candidates for foreign aid are of several different 
types: 

(a) Industrial projects, such as those of steel making, hydroelectric power 
or fertilizer; 
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(b) Agricultural projects, such as irrigation; 

(c) Materials development projects, such as nickel mines in New Cale- 
donia,; 

(d) Technical assistance projects, such as surveys of the port facilities, 
or the underground weter supply, or visits of technicians to other countries 
and of technicians to the United states in connection with expanding military 
or basic economie production and productivity. 

Illustrative of the screening procedure on projects of all types is that used in 
industrial projects as indicated in ECA Manual of Operations No. 730.1 of January 
11, 1950, entitled ‘‘Procedure for Handling Industrial Projects,’’ quoted below. 
The data required by this procedure are those required for full evaluation of the 
desirability of the project. Under the current program the data must indicate 
clearly the contribution to the mobilization program rather than merely to eco- 
nomic recovery as in the first vears of the recovery program. 

The specific concrete objective tests which are used in screening industrial 
projects are as follows: 

(a) Contribution to the military production or basic economy of the country in 
question in terms of additional production or more efficient and lower cost pro- 
duction. 

(b) Contribution to the basic economic and industrial capacities of Europe as a 
whole to produce more of essential items. 

(c) Assurance that the firm undertaking the project in the participating coun- 
try is a bankable risk, i. e., that it has competent management, technical help, and 
sufficient financial resources to handle credit needs. 

(d) Contribution wich a firm can make to production of military or basic essen- 
tial defense-supporting items for which capacity is not already available in Europe 
or the United States. 


MANUAL OF OPERATIONS-—ECONOMIC COOPERATION ADMINISTRATION 


Subject: Procedure for handling industrial projects. 
Date issved: January 11, 1950. 

Supersedes: MOP 730.1, November 19, 1948. 
Order No.: 730.1 (revised). 

Date effective: January 11, 1950. 


I, PURPOSE 


\. This procedure for handling industrial projects, which supersedes the origi- 
nal procedure of November 19, 1948, is intended to give the ECA ocuntry mis- 
sions, OSR, and ECA-Washington a means of evaluating specific industrial proj- 
ects which are to be financed, in whole or in part, with ECA funds. The purpose 
of this procedure is to translate the major capital investments, which are proposed 
by the participating countries for ECA financing, from figures in the coded forms 
necessary for procurement into iaentifiable industrial enterprises which can be 
related to the total investment program (in all currencies) of the participating 
countries. Although ECA is primarily concerned, in the field of investment, 
with the nature and direction of the entire investment program of a country 
and not exclusively with the ECA-financed segment of that investment, this 
procedure is confined to examining only that capital formation for which the 
participating countries propose to use substantial amounts of ECA funds. 

B. This procedure governs only industrial projects requiring direct ECA dollar 
assistance, under, the definition given in section II below, and it does not apply 
to the following types of projects: 

1. Deficiency materials (or strategic materials) projects. 

2. Technical assistance projects. 

3. Projects financed by the ECA reserve fund for the development of over- 
seas territories. 

1. Counterpart fund projects. 

These tvpes of projects are, in the great majority of cases, financed either by 
special ECA reserve funds (such as deficiency materials unallocated fund) or by 
counterpart funds. They are not financed out of the annual ECA dollar allot- 
ments made to the participating countries, and for this reason they will not be 
classified »s industrial projects and will not be handled under this procedure. 
They will be governed by other ECA procedures. 

C. This procedure is not intended to cover every contingency, nor to set up 
inflexible regulations. It is expected that all the offices of ECA, and the missions 
in particular, will use their discretion in carrying out the spirit of the procedure, 
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which is to report and appraise industrial investments that are being financed by 
ECA funds. 

D. Some provisions of the procedure will not be applicable to the operations 
of the Division of Korea program, but it is expected that the Division will follow 
the procedure insofar as practicable. 


Il. DEFINITION OF INDUSTRIAL PROJECT 


A. An industrial project is broadly defined as an integrated undertaking which 
requires the commitment, before February 29, 1952, of $1,000,000 or more of 
ECA dollar funds. This definition applies to undertakings in the participating 
countries or their dependent overseas territories (except projects financed by the 
ECA Reserve Fund for the Development of Overseas Territories), and also to 
any ECA-financed undertakings which may be carried out by the participating 
countries outside of their own territories. 

B. The determining figure of $1,000,000 includes ECA dollar funds received 
by the participating country in the form of loan, grant, or conditional aid; it 
does not include drawing rights, counterpart funds, non-ECA dollars, or any 
other type of financing. Any commodities, equipment, or services (excepting 
ocean transportation) which are to be financed with ECA funds for direct use in 
the undertaking will be included in computing the $1,000,000 figure. 

The definition of an industrial project includes: 

(a) The construction of a new enterprise., 

(b) The modification of an existing enterprise, or 

(c) The installation of machinery and equipment for purposes of replace- 
ment in an existing enterprise which results in a significant increase in produc- 
tive capacity or operating efficiency and which requires planning, engineering, 
and procurement on an integrated basis. 

C. It is anticipated that in the great majority of cases these undertakings 
will be carried out by one company or by a formal association of companies 
formed to undertake an enterprise of project magnitude. 

D. Examples of these integrated enterprises are: Chemical plants; electrical 
transmission grids; enterprises for producing, refining, transporting or distribut- 
ing petroleum; harbor developments; highway and road construction: hospitals; 
housing developments; manufacturing plants; mines; municipal water plants; 
public utility developments, including thermal and hydro stations, and steel 
plants. 

E. Some significant investments which require less than $1,000,000 of ECA 
funds may be classed and treated as industrial projects, as explained in section 
VII below. 

F. All investments for the purchase of production of transport aircraft and 
for shipbuilding which require more than $250,000 of ECA funds will be classed 
and treated as industrial projects. Investments in other fields of industry may 
at a later date be designated by ECA-Washington to receive project justification 
whenever they require more than $250,000 of ECA funds. 


Ill. ADVANCE NOTICE OF INDUSTRIAL PROJECTS 


A. The ECA country mission will inform OSR and ECA-Washington as soon 
as it learns that the participating country is considering submission of an indus- 
trial project application for an undertaking. The information which the mission 
relays need not be complete nor need it come to the mission through formal 
channels. Even though the information is sketchy and incomplete, it will serve 
to advise OSR and ECA-Washington that a particular undertaking is receiving 
preliminary consideration and that it ultimately may be the subject of a formal 
application. 

B. When there is sufficient information available, the mission will prepare a 
preliminary memorandum on the proposed project. This memorandum should 
show clearly that it is preliminary and should summarize the broad economic 
and policy implications of the project as part of the investment program of the 
participating country and of Europe. It is desirable at this juncture to avoid the 
establishment of formal judgments of the merits of the project. The technical 
details of the project need not be described in this memorandum. Although no 
action will be taken by OSR or ECA-Wasbhington until a formal project letter 
application has been received, the preliminary report will be very valuable in 
identifying the undertaking at an early and formative stage. 
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IV. INDUSTRIAL PROJECT APPLICATIONS 


A. This section indicates the nature of the information that should be con- 
tained in the project letter application which is filed by the participating country. 
It should be considered as a framework within which the justification for an indus- 
trial project is established. 

B. A list of critical industries within critical sectors will be established for 
each participating country by agreement among EC A-Washington, OSR, and the 
mission. When an industrial project is within a critical industry its justification 
should, of course, emphasize the factors which cause that industry to be critical. 
For example, these factors might be low volume of production, high cost of pro- 
duction, inefficient technology, or surplus or deferred productive capacity of an 
industry. 

C. When an industrial project does not fall within a critical industry, the infor- 
mation supplied in the project letter application should cover those points which 
are required to assure that the project is in accordance with the country’s program 
and that it fulfills the requirements established for ECA financing. The pre- 
sumption for all projects, whether or not they are in a critical industry, is that 
they are a part of the country’s program which has been examined and agreed 
to by ECA. 

1. Identification of firm undertaking industrial project 

(a) Corporate name and address; 

(6) Brief history of company; 

(c) Brief statement of the intercorporate relationships of the company, includ- 
ing the percentage of Government ownership and the percentage of ownership 
by American nationals; 

(d) Brief description of company’s principal properties and plants, with their 
locations, and an indication of the plants affected by the proposed industrial 
project; major end products of the company; its share of national production; 
sales in domestic and foreign markets; 

(e) A brief description of the financial position of the company including, if 
possible, a recent balance sheet and profit and loss statement; and 

(f) Number of employees. 

2. Description of industrial project 

(a) General description of the industrial project and its products; 

(b) Proposed starting date and completion date, and a statement as to when 
the major stages will be completed; 

(c) Projected changes in production methods and in the kinds of products 
manufactured ; 

(d) Level of production before and after industrial project; and 

(e) An estimate of the proportion of the increase which will go to domestic 
markets and to foreign markets, with a breakdown of the foreign markets. 

3. Financing of industrial project 

(a) The total cost of the industrial project broken down into: 

(1) Local eurreney funds, specifying counterpart funds which have been 
released and which will be requested for release and specifying whether the 
counterpart funds are part of a counterpart program already submitted to 
ECA and, if so, when and with what result. 

(2) Foreign exchange other than dollars; 

(3) Non-ECA dollars and their sources; and 

(4) ECA dollars requested, with a breakdown of the amount to be spent, 
first, in United States and, second, outside United States, specifying where 
outside United States. 

(b) The amount of ECA dollars which will be required from: 

(1) Current allotments. 

(2) Future allotments. 


4. Construction of the industrial project 
(a) Complete bill of materials and services required for project from dollar areas, 
giving: 
(1) Brief description of each major piece of equipment; 
(2) Approximate delivery schedule; 
(3) Proposed ECA expenditures by ECA codes (f. a. s. where possible) and 
dates of payment; and 
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(4) Miscellaneous items (code 899) not contained in a code specifically au- 
thorized, which may be summarized in a single dollar figure not to exceed 
5 percent of total ECA dollar requirement. 
(6) Costs of ocean transportation, if known, shall be stated separately but not 
included in request for ECA funds. 
(c) List of major equipment and services which will be procured in the par- 
ticipating countries, and from other nondollar sources. 
(d) An explanation of the decision to request ECA funds. 
(e) Any facts which might result in denial of United States export licenses for 
the equipment. 


5. Labor and raw material aspects of construction and operation of the industrial 
project 

(a) Additional labor required for (a) the construction phase and (b) the opera- 
tion phase. 

(b) Additional raw materials, fuel, and power required in the construction and 
operation phases, indicating any significant changes in the sources of raw mater- 
ials (domestic versus foreign), and any resulting change in foreign exchange re- 
quirements. 

(c) Any problems anticipated with respect to any of the above points, such as 
labor availability or lay-offs, raw material availability, housing, transportation, 
etc. 

6. Economic justification of project 

(a) Justification as an individual business venture indicating 

(1) The existing subsidies, trade restrictions, or tariffs which affect this 
industry and their probable effect on the success of the project; 

(2) The present and predicted demand for the product produced; and 

(3) Increased efficiency, or reductions in costs, which will result from the 
project. 

(6) Justification as a part of the country’s recovery program, indicating— 

(1) How project will further national and European recovery; 

(2) Long-range effects of the project on the country’s balance of pay- 
ments with special reference to the dollar balance; 

(3) Whether the project falls within any over-all program for the particular 
industry which has been established by the country or approved by OEEC; 
and 

(4) Any recommendations of OKEC relating to the project. 


Miscellaneous 


(a) A statement describing efforts made to obtain in nondollar areas the equip- 
ment.and services for which ECA funds are requested. 

(b) A statement that the prices submitted were estimated after adequate com- 
petitive bidding, including, if possible, the names of two or more bidders in the 
dollar area. If this statement is not submitted with the project letter application, 
evidence of competitive bidding must be submitted before funds are authorized 
for procurement. 


V. APPLICATIONS ON FORM ECA—202, PROCUREMENT AUTHORIZATION APPLICATION, 
FOR INDUSTRIAL PROJECTS 


A. Each industrial project application must be supported by a separate request 
for funds (Form ECA-—202). This project 202 will request, by appropriate com- 
modity codes, a procurement authorization for the goods and services which are to 
be used in the industrial project and which are to be financed out of ECA funds 
currently available. The project 202 will be accompanied by a schedule showing, 
by appropriate codes, all the goods and services which are to be used in the 
industrial project and which require ECA financing. 

B. Engineering will not always be sufficiently advanced to permit submission 
of a project 202 at the same time as the project letter application. However, the 
project 202 must be submitted before a procurement authorization (PA) can be 
issued by ECA-Washington. 

C. No goods or services which are intended for an industrial project will be 
included in the general ECA—202 of a participating country. 

D. The initial project 202 need not request all of the ECA funds required for 
the industrial project. If, for example, the participating country desires to take 
only one-half of the ECA, dollar requirements of the project out of current allot- 
ments, it will submit a project 202 for that amount. The balance of the ECA 
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dollar financing would be requested, at some later date, from future allotments 
to the country. By this means, the ECA financing of a project can be spaced 
over two or more fiscal years. 

EK. A project PA which is issued pursuant to a project 202 will carry a terminal 
delivery date sufficiently far in the future to allow for the delivery of all the 
goods and services authorized for the project. 

The project 202 will include- 

(a) The requested ECA procurement authorization by KCA commodity 
codes (f. a. s. basis where possible) ; 

(b) A request for miscellaneous project items (code 899) category for items 
not elsewhere specified. The value of this category is not to exceed 5 percent 
of the ECA financing requested on the ECA—202. 


VI. ACTION ON INDUSTRIAL PROJECT APPLICATIONS 


A. Participating country 

1. The participating country is responsible for the assembly and preparation 
of the basic information required. The country mission can guide and advise 
the country, but responsibility for full presentation must rest on the country. 

2. When a participating country has collected sufficient information to docu- 
ment a formal project letter application, it will deposit a signed copy, in English, 
with the ECA mission in that country and simultaneously send identical copies to 
ECA-Washington and OSR. The number of copies which are required by OSR 
and ECA-Washington are two more than the number of basic commodities (such 
as steel and lumber) which are requested in substantial amounts in the project 
application. The industrial project will then be assigned its official ECA number 
by ECA-Washington. 


B. ECA country mission 


1. When an application has been submitted the mission will promptly review 
it and the Form ECA~202, if it is attached. After consultation with the partici- 
pating country, if necessary, the mission will prepare a report analyzing the 
proposed enterprise and stating its recommendation of approval or disapproval. 

2. A short, succinct statement should cover the soundness of the project as a 
business enterprise under existing trade conditions and, where not covered above, 
the contribution of the industrial project to the national recovgry program. 
The appraisal of the application will also give attention to (a) the relation of the 
industrial project to the investment program of the participating country; (b) the 
ossibility of procuring from domestic sources the goods or services for which 
ECA financing is requested; (c) the possibility of substituting other foreign ex- 
change resources, including drawing rights within Europe, for the ECA dollar 
financing requested for the industrial project; (d) the credit structure of the par- 
ticipating country, to insure that ECA financing is not requested simply because 
it offers more advantageous terms than can be obtained through domestic financ- 
ing; (e) ECA deficiency materials projects, technical assistance projects, counter- 
part fund projects, and development of overseas territories projects which may 
be related to the industrial project. 

3. When the industrial project is in a critical sector, the report of the country 
mission should be directed chiefly to a summary statement of how the industrial 
project is related to the critical problem or problems involved in the sector of 
which this project is a part. It should be directed to pointing out policy issues, 
if any, which are raised by the project. If such policy issues have been raised 
before, this should be pointed out and the relationship of this project to such 
policy issues explicity stated. If new policy issues may be raised by the investment 
in the industrial project, these should be outlined and recommendations for their 
solution proposed. Such analysis should be designed to minimize the need for 
follow-up by OSR and ECA-Washington in their subsequent reviews. 

1. The report and recommendations of the mission will be forwarded simul- 
taneously to OSR and ECA-Washington. 


C. OSR-Paris 


OSR will consult with OEKEC, when it deems it appropriate, in order to relate 
the project to the over-all programs prepared by OEEC for the industry of which 
the project is a part. OSR will analyze the over-all European aspects of the 
project and will forward its recommendations and any pertinent documents to 
ECA-Washington, advising the mission of the action it has reeommended. 
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D. ECA-Washington 


1, ECA-Washington will review the proposed project and will consult with 
other departments of the United States Baleeiiehe when appropriate. 

2. ECA-Washington will give prompt notification by cable of its action on a 
project to OSR and to the mission concerned. Information on approved projects 
will be given to the appropriate offices of information and to Washington mission 
of the participating country for release, allowing time for simultaneous press 
releases in the United States and abroad. 


E. After approval of an industrial project 


1. Approval of a project by ECA-Washington does not alter any standard 
ECA procedures for the issuance of procurement authorizations. All project 
202’s will be subject to the usual screening before the issuance of procurement 
authorizations in order to insure that the financing requested by the ECA-202 
is in conformity with the project as approved. 

2. After the approval of a project and the screening of its ECA-202, a single 
orocurement authorization will normally be issued for the project. This project 

A will cover only the commodities and services which require financing from 
funds currently available. The participating country will be permitted, without 
formally amending the project procurement authorization, to raise the amount 
of procurement in any individual codes by 10 percent of its listed value, provided 
the total of all codes does not exceed the total value of the procurement authoriza- 
tion. 


F, After disapproval of an industrial project 

1. If ECA-Washington disapproves a project, it will so advise OSR and the 
mission. If reconsideration is recommended by the mission and OSR, ECA- 
Washington will again consider the project. 

2. If the project is again disapproved by ECA-Washington, this will constitute 
final disapproval, and the participating country, the mission, and OSR will be so 
informed. Disapproval of a project prohibits the use of ECA funds for the 
project. 


VIL. INVESTMENTS WHICH REQUIRE LESS THAN 1 MILLION ECA DOLLARS AND WHICH 
¢ MAY RECEIVE PROJECT TREATMENT 


Capital formation in the participating countries will contain many investments 
which are not classed as industrial projects because they require less than $1,000,- 
000 of ECA financing. Some of these investments may be of considerable sig- 
nificance to the economy of the country or of Western Europe because of the 
amount of the over-all investment or because of the nature of the industry. It 
is the purpose of this section to set up a flexible procedure whereby— 

A. All of the investments which contain a substantial amount of ECA 
financing will be reported to ECA and 
B. Only those investments which are considered significant by ECA will 
be examined in further detail. 
Action to be taken 

(a) The participating country will deposit with the mission a sum- 
mary list, in English, of all projected investments reouiring between 
$250,000 and $1,000,000 of ECA funds, and will simultaneously forward 
identical copies to OSR and ECA-Washington. This list will be de- 
posited before the country has included in a general EC A-202 a request 
for the financing of any of the investments contained in the list. It will 
include for each investment only such information as the name of the 
firm undertaking the investment, the amount of ECA dollar funds re- 
quired, the approximate over-all amount of the investment, the type of 
business, and the nature of the investment and its product. (As a hypo- 
thetical case, the John Jones Co., $300,000 ECA funds, the equivalent 
of $5,000,000 in over-all investment, to import from the United States 
10 stainless-steel converters to go into a chemica] plant to manufacture 
dyestuffs.) 

(b) The mission, OSR, and ECA-Washington will examine this list 
for significant investments. It is anticipated that, in the majority of 
cases, the information contained in the list will be adequate; in these 
cases no further action will be required. In some instances, because of 
the size or importance of a particular industry in a particular country 
or because of the impact of an investment upon other countries, it will 
be advisable to obtain further details on the specific investment and the 
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mission, either on its own discretion or on the request of OSR or ECA- 
Washington, will promptly secure further details from the participating 
country. 

(c) It should be emphasized that this procedure does not propose the 
affirmative clearance of each investment listed and that delay in the 
processing of the investmerts must be avoided. A request for financing 
for a listed investment may be included in a general ECA-—202 if no 
question is raised with respect to it by the mission, OSR, or ECA—Wash- 
ington within 30 days after the investment list has been submitted. 

(4) When the participating country has submitted the additional in- 
formation required it will not be necessary, in many instances, to raise 
further questions about the proposed enterprise and in these cases there 
will be no further action to be taken. In some few cases, however, it 
will be advisable to classify these investments as industrial projects and 
to handle them as such in accordance with section VI above. Such 
sases will be chosen for project justification only when the implications 
of the investment raise questions of importance in the expansion of an 
industry, in the use of dollar resources where other foreign exchange or 
domestic production would suffice, or where the general competitive 
position of the project requires justification. In these cases the mission, 
either on its own initiative or on instruction from OSR or ECA-—Wash- 
ington, will inform the participating country that project justification is 
required for the investment and that a project letter application must 
be filed. Ordinarily, documentation of these applications will be in less 
detail than for industrial projects which require over $1,000,000 of ECA 
funds with special attention only to the questions that caused the re- 
quest to receive project treatment. It is recognized that the number of 
small investments that will be classified as industrial projects will vary 
by country and by type of industry. 

(e) If the lower limit of $250,000 is considered either too high or tco 
low in relation to significant investments in a participating country, it 
will be permissible for the mission in that participating country to raise 
or lower this limit after agreement with OSR and ECA-Washington. 

Issued by the authority of: 
WiLuraAmM FostrErR, Deputy Administrator, 


———————- 


The specifie concrete objective tests of the success of industrial projects are: 

(a) The fulfillment of the targets of production and cost as established, at 
the time of approval. (See answer to previous question.) 

(b) Speed and efficiency of placing in operation the equipment, both 
ECA-financed and from European sources, to achieve the results of the 
rearmament program. 

(c) Willingness and ability of the firm to make shifts in production to 
meet demands at the time the project is completed. An illustration is the 
KCA-financed multipurpose machine tools project for motor vehicle plants 
in France and Italy. The willingness now to use these plants for military 
vehicles, in case of a demand for the type which these plants could produce, 
is a test of the success of ECA projects. 


II]. ADMINISTRATION—ACCOUNTING AND Recorp KEEPING 


1. What types of accounting control and auditing of the expenditure of foreign-aid 
funds have been employed in the past? 

Apportionment: In accordance with the Budget and Accounting Act of 1921, as 
amended, and Budget-Treasury Regulation No. 1 (revised) issued thereunder, 
all funds have been apportioned by calendar quarters by the Bureau of the Budget 
on the basis of specific program plans. 

Allocations: Funds have been allocated to agencies charged with operating 
responsibility within the limits of approved apportionments and upon the basis 
of fund requests indicating requirements. 

Obligations and Expenditures: Detailed records of obligations and expendi- 
tures are maintained by operating agencies, again in accordance with Budget- 
Treasury Regulation No. 1 (revised) and the expenditures are subject to postaudit 
by the General Accounting Office. 
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Reports: Monthly reports are prepared by each agency receiving funds under 
the respective programs. These reports show total funds received, obligations 
and expenditures incurred, and unobligated balances on hand. 


2. What financial reports have been made to Congress? 

The Eeonomice Cooperation Administration is required by section 123 of the 
Foreign Assistance Act of 1948 (Public Law 472) to render quarterly reports to 
Congress. The thirteenth report covered the period ending June 30, 1951. 
These reports contain information as to the status of appropriated funds. 

The Technical Cooperation Administration is required by section 535, Eighty- 
first Congress, second session, to submit annual reports of operations under the 
Act for International Development. In addition, Public Law 759, Eighty-first 
Congress, requires quarterly reports on the status of funds. Three such reports 
have already been submitted. 

Section 410 of the Mutual Defense Assistance Act, Public Law 329, Eighty-first 
Congress, first session, requires the President to report expenaitures and activities 
authorized under that act not less frequently than once every 6 months. The 
third, and most recent, report covering the period ending April 6 has been sub- 
mitted to Congress. These reports contain information as to the status of funds 
appropriated to carry out the provisions of the Mutual Defense Assistance Act, 
as amended. 


3. What kinds of accounting control, auditing and financial reporting is contem- 
plated if S. 1762 is enacted? 

It is contemplated that substantially the same types of accounting control, 
auditing, and financial reporting will be followed under the Mutual Security Act 
of 1951. The Bureau of the Budget will apportion funds by calendar quarters 
on the basis of specific program plans. The Director, Mutual Security, will 
approve programs and allocate funds to finance such programs within approved 
apportionments and upon the basis of agency requirements. The Director of 
Mutual Security will require monthly financial reports from each agency receiving 
allocations, such reports to show funds received, obligations incurred, expenditures 
made, and appropriated balances. 


IV. ADMINISTRATION—ADMINISTRATIVE Costs AND PERSONNEL 


1. What percentage of the $7.5 billion proposed in S. 1762 is to be used for adminis- 
trative costs: 
The administrative expense estimate of $76.6 million represents 1.02 percent 
of funds authorized by Public Law 165. 


2. How many persons are on the payroll of ECA? 

As of August 31, 1951, there were approximately 2,400 regular American 
administrative employees on the ECA payroll. Additionally, approximately 
2,180 local nationals were on the overseas administrative rolls, 


3. How many were on 6 moaths ago? Twelve months ago? 

As of February 28, 1951, there were 2,344 regular American administrative 
employees on the ECA payroll and approximately 1,920 local nationals employed 
overseas. As of August 31, 1950, there were 2,398 regular American adminis- 
trative employees on the ECA payroll and approximately 1,455 local nationals 
overseas. 

4. Where are ECA personnel stationed? 
ECA personnel are stationed in the following locations: 


Departmental— Italy Burma 
Washington Netherlands Formosa 
Austria Norway Indochina 
Belgium Portugal Indonesia 
Denmark Sweden Philippines 

France Switzerland Thailand 
Germany Trieste India 
Greece Turkey Japan 
Iceland United Kingdom Hong Kong 
Ireland Yugoslavia 
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5. What proportion of ECA personnel are under civil service? 

Of the 1,131 ECA employees on the departmental! payroll as of August 31, 1951, 
1,082 were under civil service. Those outside the civil service, in addition to the 
Administrator and the Deputy Administrator, consisted of 11 attorneys and 36 
excepted from the civil service and classification acts. All overseas personnel! are 
outside of civil service. 


6. How many of ECA’s personnel have been borrowed from other governmental 
agencies? 
As of August 31, 1951, 26 persons were on reimbursable detail to the ECA from 
other United States Government agencies. 


7. How many of ECA’s personnel are paid $8,000 per annum or more, excluding 
expenses? Including expenses? 

There are currently a total of 702 ECA emplovees who receive salaries of $8,000 
or more per annum. It is estimated roughly that another 350 employees would 
come into this category if post of duty and other allowances paid overseas were 
added to their salaries. 


8. What has been the annual turn-over of ECA personnel? 


The annual turn-over rate of ECA personnel for the year ended June 30, 1951, 
was 45 percent. This includes both the Departmental and overseas organizations 


V. Foreign Aip anp Private INVESTMENT 


1. How is it conte moplate d that the 87.4 billion of foreign aid proposed in S. 1762 
would affect the flow of foreign investment from the United States to foreign 
countries? 

2, Is tt believed that the expenditure of this $7.5 billion of foreign aid will stimulate 
or wmpede the flow of private investment from the United States to foreign 
countries? Why? 

8. Is it believed that the expenditure of this $7.5 billion will encourage private enter- 
prise and private investment in foreign countries by the nationals of those 
countries? Why? 

The purpose of the grant of $7.5 billion of foreign aid (of which $6 billion is 
for military assistance and $1.5 billion for economie aid to support the military 
defense effort) proposed in S. 1762 may be stated very simply—the purpose is to 
aid the free world to remain free. Unless it does remain free, there can be no flow 
of foreign investment from the United States to foreign countries. It is only in a 
world which is free and which has a reasonable prospect of maintaining its freedom 
that foreign investment from the United States will take place. Otherwise, foreign 
investments cannot be made with any safety either as to principle or profit. 

The question as to whether the expenditure of this $7.5 billion of foreign aid will 
stimulate or impede the flow of private investment from the United States to 
foreign countries must be broken down in two ways: (1) as to the short run and 
the long run, and (2) in the short run as to whether it is related to the military 
effort or not. In the short run, the program of military and economic aid may 
result in some limitation on the flow of United States investments simply because 
the impact of our own defense effort and the grant to our allies toward their 
defense effort will be such as to reduce the volume of United States exports 
available for other purposes until such time as United States total production 
increases sufficiently so as to be able to provide for both the full defense effort 
and the full civilian demand in the United States and elsewhere. In the short run, 
therefore, United States foreign investments not closely related to the military 
effort will probably be reduced. On the other hand, United States foreign invest- 
ments which are related to the military investments, particulrly those directed 
to the expansion of the supply of scarce raw materials, will be stimulated by the aid 
program which makes possible an increased military effort among our allies and 
concomitantly an increased demand on their part for raw materials. In the long 
run, it is fair to say that the grant of $7.5 billion will stimulate private investments 
from the United States and foreign countries since the general effect of this grant 
will be to maintain a high level of production and employment, and of the demand 
for goods and services. 

The grant of $7.5 billion for the purpose aiding and stimulating the military 
defense programs of our allies will encourage a rising level of economic activity. 
In such a situation of rising production, employment, and incomes, savings will 
increase and such savings by the nationals of the various countries being assisted 
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will seek outlets in additional investments in these countries, particularly since 
the rise in economic activity will increase the opportunities for prefitable 
investment. 

VI. THE INTERNATIONAL POSITION OF THE DOLLAR 


1. If the $7.5 billion proposed in S. 1762 were appropriated and spent, how would the 
expenditure affect the international position of the dollar? 


2. Would the effect be different if the American economy were operating at a boom 
level than would be the case if the economy were depressed? 


The international position of the dollar is a reflection of the economic position 
of the United States in the world economy. It is measured by the state of con- 
fidence in the dollar as a safe currency in which to invest and by the willingness 
of foreigners to accept dollars in payment for their goods and services. The 
greatest threat to confidence in the economic position of the United States posed 
today is the military threat of world communism. If the United States and the 
free world fails to meet that threat, their military and political position will be 
compromised and their economic position greatly undermined. 

If the United States Government, by failing to appropriate funds in support of 
the Mutual Security Program, were to express itself as unwilling to assume any 
of the financial burden of strengthening the defenses of friendly countries, it is 
almost a certainty that the United States would find itself shorn of allies and com- 
peiled to spend vastly larger sums for defense against a power complex to which 
would be added, as time went on, a larger and larger part of the resources now in 
the hands of the free world. The consequent burden on the United States econ- 
omy of “going it alone” would rapidly undermine the economic position of the 
United States in the world economy. Confidence in the dollar as a safe currency 
would decline as funds sought safety in obscure places in the world likely to be 
outside the path of invasion and the area of military attack. Great pressure 
would be placed on all currencies in free world countries as a widespread flight 
from currencies into real assets and into free gold was fed by uncontrolled in- 
flation. Under present circumstances, the surest means of engendering con- 
fidence in the dollar is to build faith in the willingness of the United States to 
defend itself and join with its allies in their defense. 

It is recognized, of course, that confidence in the dollar may be impaired by 
unwise domestic policies—by a failure to insure as we build to a position of strength 
the stability of internal prices. 

It is difficult to imagine the circumstances which, in the face of present world 
tensions, and the sizable domestic rearmament expenditures which are the occa- 
sion for and accompany the request for $7.5 billion proposed in 5. 1762, would 
produce depressed conditions in the United States. In any event, the expenditure 
of $7.5 billion for one purpose or another is not so large in relation to total expen- 
ditures in the United States economy as of itself appreciably to affect the economy 
and thereby to affect world confidence in the stability of the dollar. 


VII. DerinttTion oF ‘‘UNDERDEVELOPED AREAS” 


1. What is the definition of an ‘underdeveloped area’’? 

While all nations are ‘‘underdeveloped”’ in that all can achieve a greater degree 
of economic progress than they presently have, the phrase ‘‘underdeveloped 
areas’? as used in United States aid legislation refers generally to those areas 
whose present per capita national income is very low. On this criterion most of 
Latin America, Africa, and Asia are considered underdeveloped. Within any 
geographic area there are, of course, wide variations in income. For example, 
the per capita national income of certain countries of South America, notably 
Argentina, Uruguay, and Venezuela, compares favorably with that of certain 
countries of Western Europe, such as Italy, as does also the per capita national 
income of Israel. Nevertheless, most of the countries of Asia, Latin America, 
and Africa have per capita national incomes within the very low range of $40 to 
$150 as compared with countries like Canada, Sweden, Australia, the United 
Kingdom, and the United States whose per capita incomes for a comparable 
year range from $700 to $1,440. 

2. What are the essential, salient characteristics of an underdeveloped area? 

Underdeveloped areas have certain common economic and social features 
generally associated with low-income levels. Their economies are characterized 
by a low level of capital accumulation and investment, the major occupation is 
agriculture with a correspondingly low level of industrial activity, exports are 
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composed largely of primary products, output per worker is low because of 
deficiency in technical skills, the use of primitive instruments and the lack of 
modern equipment, human beings and animals rather than machines are the 
instruments for providing transport, and power and resources of land and water 
are being neglected. Associated with these economic characteristics are the wide 
prevalence of disease, high death rates and low life expectancy, widespread 
illiteracy and a lack of technical administrative and entrepreneural skills. A 
serious condition of unrest rooted in hunger and hardship exists in underdeveloped 
parts of the world. This unrest has been capitalized on by the Communists in 
several areas, and tragically for the rest of the world, with particular success in 
China. It is essential to our nationa! interests to prevent further subversion of 
these peoples by assisting them in their efforts to achieve »t least a minimum 
level of economic adequacy. The most effective way to do this is to provide 
them with the technical information they lack, and show them how it is possible 
for them to improve their lot, largely by their own efforts utilizing the technical 
skills which we can give them. 


Chairman McKeuuar. Senator Ferguson requested certain infor- 
mation of Mr. Bissell which has been supplied and will be placed in 
the record at this point. 

(The information referred to is as follows:) 


(See p. 87) 


At this point, Senator Ferguson handled Mr. Bissell two memoranda labeled as 
“Memorandum IT’ and “Memorandum IIT’, which consisted of sets of questions 
which together with the answers are hereinafter set forth. In compiling the data 
requested, it has been necessary to utilize the personnel and facilities of several 
agencies, with the result that varving degrees of thoroughness are evident among 
the data supplied. The length of the material is not to be taken as an indication 
of the importance the executive branch attaches to the subject matter. In addi- 
tion, all of the material had to be compiled and assembled in great haste to meet 
the time factors involved in incorporating the material in the printed hearings and 
it has not been possible to thoroughly check the accuracy of all of the data sup- 
plied. The Senator’s questions are basically economic in character, and it has 
therefore been assumed that except in certain obvious instances, the questions 
referred to the economic program only. 


MEMORANDUM II 
Il. Tests or Foreron Arp ProJects 


Is the selection of projects based on the ‘““‘need”’ of the country? 

On its willingness to contribute to the joint defense effort? 

On its ability to contribute to the joint defense? 

On the ability or willingness of the country to supply the United States with needed 
raw materials? 

On the willingness of the country to encourage private American investment? 

Just how are these things determined? 


TITLES II, Ill, AND IV 


In the formulation of economic assistance programs for countries and regions, 
the primary test is, of course, the extent to which it is needful and possible to 
build strength in the area involved—the degree of vulnerability of the area, the 
extent to which it is willing and able to provide strength for the other free nations, 
and the extent to which United States assistance is required if the area is to be 
able to make its fair contribution to the security of the free world. These con- 
siderations suggest the answers to the broadest and most general questions such 
as: Whether there should be an economic assistance program in the area; what 
should be its approximate dimensions; what should be its broad character and 
scope. On the basis of the same criteria, coupled with an examination of the 
area’s resources and potentialities, decision is then made on such questions as 
whether, for example, the projected assistance should put primary emphasis on 
the expansion of industrial production, or on increasing the capacity of countries 
to produce food and/or other raw materials, whether maximum effort should be 
directed to finding new sources (or expanding old) of mineral production, what 
combination of these ingredients is desirable, and the like. 
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All of the countries in which aid programs are operating have formally agreed 
to cooperate with countries elsewhere in the world in reducing international trade 
barriers and to take appropriate measures to eliminate public and private restric- 
tive practices interfering with domestic and international trade. In addition, 
they have undertaken to assure stability of their currencies and confidence in 
their domestic economies. Most of these countries are already members of 
GATT. 

To some extent, these undertakings help to provide an atmosphere which 
encourages private investment. However, due to the prewar association of 
political control, many of these countries are intensely suspicious of new invest- 
ment from abroad. They erroneously associate potential American investment 
with the political control exercised by foreign enterprise in the past. They are 
therefore insistent upon specifying terms and conditions under which new invest- 
ment takes place. Though generally recognizing the need for private investment 
in promoting economic development, their suspicions have made these countries 
extremely cautious in promoting such investment. Selection of foreign aid 
projects is thus not based on the willingness of the country concerned to encourage 
private American investment, although such aid may help to overcome their 
distrust and thereby promote receptivity to private American investment. 

When it comes, however, to the selection and screening of specific projects of 
technical assistance or economic development, certain more detailed tests and 
criteria apply. 

The criteria of economic soundness and operational effectiveness used within 
the United States Government in screening and assigning priorities to proposed 
economic assistance projects are described in the following paragraphs. These 
criteria, in addition to their consistent application by responsible planning 
agencies in Washington, are kept in mind by United States r-presentatives abroad 
in discussions with foreign officials, in order to discourage, at an early stage, pro- 
posals which will probably not qualify under these criteria, to insure that adequate 
information is obtained for an evaluation of proposals, and to serve as a basis for 
suggesting revised or new projects that will more readily qualify for high priority. 
These criteria will also be helpful in determining whether any particular project 
should preferably be undertaken by an intergovernmental organization, by the 
United States Government, or by a private organization. Each of these sources 
of assistance may have special advantages, depending upon administrative, 
political, and psychological, as well as economic factors. 

Given the eligibility of a country for assistance under applicable provision of 
United States law, and given the political or strategic considerations affecting 
the urgency of such assistance, the prime test that will be applied to each proposed 
project is: 

How greatly, and how promptly can that project be expected to aid the efforts 
of the people of the area to develop their resources and improve their working and 
living conditions. Descriptions and justifications of project proposals cover as 
many of the points listed below as seem appropriate and significant: 

1. Relation to existing plans.—Does a workable national or regional plan for 
balanced and integrated economic development of the area exist, and thus pro- 
vide a basis for selection and evaluation of the programs and projects most needed? 
Is assistance in the form of a comprehensive economic survey needed before indi- 
vidual projects are planned? 

2. Fields of highest priority.—Is the specific field which is to be aided by the 
project a field that is of great importance for national production and living and 
working conditions? (Education and health are not ‘specific’ fields; mechanical 
training and malaria control are. Fields of marginal importance are given low 
priority. World commodity trends and development plans of other countries 
are taken into account.) 

3. Effectiveness of project—Is the project designed for maximum immediate 
effect in the field specified (and in byproduct fields) ? 

(a) Productivity: How rapidly and how greatly will the project increase 
the production of commodities? Is it designed to bring about the greatest 
possible increase in labor efficiency and per capita output? 

(b) Directness of impact: How directly does the project promise to affect 
practices in the specified field? Will the project result in action? Is actual 
demonstration under local conditions provided? If a training project, is it 
reasonably certain that the trainees will be offered and will take influential 
positions? If research, is the project necessary for a specific field operation 
or for development of a sound program of economic development in an area? 
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Or does it constitute general or theoretical research simply to expand the 
horizon of human knowledge? 

(c) Stimulus to effort: Does the project release the energies of people bv 
providing new outlets for effort, adding incentives, reducing barriers, etc.? 

(d) Stimulus to investment: Does the project stimulate domestic or foreign 
investment by releasing, mobilizing, or attracting such investment? 

(e) Working and living conditions: Does the project directly improve 
living and working conditions in the area? 

(f) Local support and participation: Is the project aimed at “felt needs” 
which have existed in the area for some time so that the undertaking will 
have full local enthusiasm and support? Does the proposal involve local 
participation (including contributions of money, land, materials, etc.) and 
self-help to the greatest extent possible (desirable both for local morale and 
to afford training experience for independent maintenance in the future)? 
Does the project have, and is it likely to continue to have, the full support 
of the other government? Is it a truly cooperative venture; or is there 
danger of its being a United States show? 

(g) Chain reactions: Does the project set up a chain reaction (e. g., per- 
sons taught then teaching others) whereby the effects of the project are 
spread out to other groups and areas? Does the group or organization 
aided fill a kev position in the economy such that it will have great influence 
in spreading techniques and putting them into practice? 

h) Wide impact: Does the project reach large numbers of people, either 
directly or by way of demonstration? (Or does it benefit a single business 
or a small group of people?) Is the area chosen for a demonstration project 
reasonably accessible to a substantial number of people? 

(?) Prompt results: Can the project be speedily initiated and completed 
to show dramatic or quick results that will be useful in increasing local 
support for other projects and for publicity? Can the project serve as an 
early “‘showpiece’’ for publicity outside the country, even if not subject to 
early completion? 

(7) Continuitv: Does the project result in an organization or an activity 
whose life continues beyond the end of assistance? Is there provision for 
follow-up activity of all sorts? Is there any assurance that the activity will 
continue after United States assistance ends? What has government done 
to derive maximum advantage from previous assistance operation projects; 
if any? 

(k) Effect on customs and habits: Does the project teach new and im- 
proved techniques that will become a normal part of personal habits, work 
techniques, governmental administration, social customs in the area; j. e., 
with regard to personal hygiene, occupational habits, methods of savings, 
ete.? 

(1) Institutional impact: Does it make a contribution to solving institu- 
tional problems such as those connected with land tenure, land rents, interest 
rates, credit facilities? 

(m) Integration and interdependence: Is the project properly supported 
by projects in related fields where necessary for its success or maximum 
benefits? 

(n) Alternative projects: Is this project likely to be more effective than 
alternative kinds of projects? 

(0) Cost: Does the scale and duration necessary for real impact require 
expenditures out of proportion to those required by other programs? 

(p) Political stabilitv: Does the activity bear upon the problem of political 
stability? 

4. Barriers and limitations.—Is the success of this project likely to meet osbtacles 
of the following kinds? What can be suggested to overcome them? Does the 
multilateral approach offer advantages over the bilateral in overcoming these 
obstacles? 

(a) Apathy: Lack of incentive for local activity and support (lack of knowl- 
edge may not be the only barrier). 

(b) Capital requirements: Is other foreign capital needed concurrent with 
or to following up on the project? Are large subsequent material costs 
involved requiring foreign exchange in amounts which may be unobtainable? 

(c) Drain on local resources. Heavy initial drain on local budget, shortage 
of local personnel resources, large local material or maintenance costs, drain 
on foreign exchange? 
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(d) Fiscal or commercial policy: Do Government policies impede rational 
development? 

(e) Cultural: Psychological or cultural barriers involved in projects or in 
area of desired development? Is project one whose significance can readily 
be grasped by local people? 

(f) Administrative: Is the level of local competence adequate? Is local 
leadership available? 

(g) Political: Do local political barriers or institutional mores impose 
difficulties that call for special measures? Are these barriers serious enough 
to nullify potential benefits? 

(hk) Security: Are local conditions secure enough to permit proposed 
activities? 

5. Experts and trainees.—What balance between experts and trainees offers the 
maximum return? 

(a) Need for native trainees to carry on the project or program in later 
years, as contrasted with immediate need for foreign experts to get a project 
started in the country. 

(b) Availability of trainees of advanced type, in view of local demands for 
their services. 

(c) Level and type of trainee training to extend the results of the project 
as widely as possible—low-level native technicians and trainees for rural 
villages, as contrasted with white-collar or more advanced training in pro- 
fessional fields. 

(d) Is native leader-training outside the country a necessary or desirable 
first step to insure development of a suitable program or project, and to 
secure local understanding and support? 

(e) Provision for continuing contact with trainees? 

6. Benefits to United States and other countries.—What benefits may accrue to 
other countries, including the United States, in the form of better mutual under- 
standing, new techniques, expanded services, larger exchange of products, new 
market opportunities? Can the project be of guidance or encouragement to other 
areas with similar problems? Can it be designed to extend its usefulness to other 
countries or to provide native leadership which would result in the spreading of the 
beneficial effects of the program across national boundaries? Is the country being 
aided one whose i»*>!lectual or political leadership or strategic position may 
result in a radiation of the effects of the program? 

The same criteria apply in the evaluation of completed projects and in the 
assessment of projects and programs in progress, when it is desired to determine 
whether they should be continued, expanded, retrenched, or terminated. 

In addition to these tests of economic soundness and operational effectiveness, 
United States and local technicians also apply concrete tests of project content, 
exemplified by the following: 

1. Is the type of commodity included in the project appropriate for its 
intended use (e. g., are electric or hand pumps preferable for a particular 
project)? 

2. Are the commodity specifications sound (e. g., should fewer pumps with 
greater unit capacity rather than many pumps of lower unit capacity be 
used) ? 

3. Are qualified labor and other necessary resources available for proper 
use of the commodity concerned, and for adequate maintenance of imported 
equipment? 

4. Has adequate provision been made in the proposed project for distribu- 
tion of the commodities and for financing local costs of both distribution and 
utilization? 
~ * « * ‘ 


TITLE I 


Until recently the selection of projects has been based on the need of the country 
to expand its productive capacity in order to achieve economic independence. 
For instance, in the case of project applications for ECA funds for steel production 
in Italy, the need of the country as it was related to the total steel requirements of 
Europe amounted to 2% million tons of finished steel. This determination was 
arrived at after joint studies in the OEEC and after expert surveys were made by 
Americans in Italy. The most economic projects up to that total amount were 
recommended by the ECA Mission and included some from the nationalized steel 
industry, some from large private steel industry and some from small firms in the 
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steel industry. The selection was finally based upon what appeared to OEEC, 
to the ECA Mission, to the Office of Special Representative in Paris, and to the 
administration in Washington as the superior projects of all the proffered steel 
enterprises. 

In recent weeks and in the future the only industrial projects to be approved are 
those directly required in the mobilization effort. The two most recent are for 
petroleum refinery catalytic crackers. The only others have been of the type 
which make military end-items such as arsenal equipment for making small 
caliber ammunition and the like. 

Most of the industrial projects which have been financed under the ERP are 
only now beginning to get into production since lead times require 2 or 3 years 
from contracts to production. Substantially all of the industrial projects were 
designed to strengthen the basic economic fabric of the country. The same 
production plant is now available for the rearmament program. 

The projects listed on the following page are classified by industrial category 
It will be noted that two-thirds of the total ECA investment is in steel and power 
without which an expanded rearmament program could not be undertaken. 


EC A-financed approved projects 


[Approximate as of June 30, 1951] 


Fotal over-all 
cost, all 
currencies 


oO 


| Percent 
| Iron and steel 000, 000 | $218. 000, 000 
| Electric power 378,000, 000 135, 000, 000 
| Petroleum 235, 000, 000 35, 000, 000 
| Chemicals i 59, 000, 000 20, 000, 000 
| Mining and drilling 259, 000, 000 39, 000, 000 
| Paper and pulp 39, 000, 000 15, 000, 000 
| Roads 58, 000, 000 16, 000, 006 
Air transport . 34, 000, 000 16, 000, 000 
Automotive plant 106, 000, 000 38, 000, 000 
All others including fertilizer, communications, irriga- 
tions, bearings, and cement. _. a 213, 000, 000 28, 000, 000 


are oo RO 


~ 


- 
‘ 

8 
a 
0 


~ 
— 


Total. . 560. 000, 000 


As indicated in the introductory statement the volume of economic support 
available to the individual country is directly related to its willingness and ability 
to contribute to the joint defense effort. This having been determined the 
selection of individual projects is made in the manner set forth in the answer to 
the preceding question. 

As indicated in the answer to the question dealing with the selection of projects 
based on need the approval of inaividual projects is directly related to the con- 
tribution which each country is making to the joint defense effort. In most 
instances the ability of a country to contribute to the joint defense effort is 
dependent in part upon the economic support which it is to receive. Thus the 
ability of the United Kingdom to reach its projected level of rearmament was 
contingent upon its ability to obtain some 28,000 machine tools. It was able to 
place orders for all but some 8,000 of these tools in its own country and in con- 
tinental Europe. It came to the United States for the balance. We examined 
these residual requirements for machine tools on a tool-by-tool basis to determine 
first they they were essential items required by the British in order to keep their 
rearmament program on schedule, and second to assure ourselves that no other 
feasible source of supply was available. Thereupon a project was approved 
providing for financing $112 million of these essential machine tools from addi- 
tional military production funds. 

In most instances the continental European countries are as short or shorter of 
these raw materials than the United States so the problem has been to expand 
existing raw material production and to develop new sources of supply. To date 
strategic materials development projects largely in the dependent overseas 
territories have been approved involving loans of 5 percent counterpart or ECA 
dollars in excess of $100 million of which more than 75 percent has been 5 percent 
counterpart funds. In each instance the agreement provides for repayment of 
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loans in the form of strategic materials for transfer to the United States stockpile. 
In most instances the contracts contain an option for the United States to purchase 
additional amounts of the increased output. These strategic materials contracts 
have all been made with private producers who have contributed various pro- 
portions of the additional capital requirements. Thev have been approved by 
the participating country so that there will be no question about the United States 
receiving both repayment for the original investment and the additional material 
which may materialize as the result of the exercise of the purchase options. 

The willingness of the participating countries to encourage private American 
investment has not been a2 major consideration in the selection of projects, because 
we have felt that it would be more productive to take a broader approach to this 
problem. There are 2 great many factors which affect private American invest- 
ments abroad which are not susceptible of resolution on an individual project- 
by-project basis. In certain projects where some hope of American private 
investment seemed possible the ECA took active steps to bring the opportunity 
to the notice of American firms. In the petroleum refinery field major invest- 
ments have been made privately. There are on record @ number of projects in 
which extended negotiations were made with large Americen firms to undertake 
the investment using, if necessary, industrial guaranties to aid them. Only when 
no prospect of American private investment was forthcoming has the ECA 
proceeded to approve the use of ECA funds. 

Final determination of projects to be financed with economic aid funds is made 
in Weshington efter a comprehensive review of all the supporting evidence. 
Projects begin with proposals from the private and national enterprises of the 
participating country. Because they require local financing they receive at this 
stege the usual banking screening to assure that credit will be available. Project 
proposals are developed and submitted by the government to the ECA mission 
of the country concerned. Frequently a series of projects are simultaneously 
submitted. The group and each project individually are then most thoroughly 
examined by the ECA mission on the basis of the criteria to which reference has been 
mede earlier in this statement. The Office of the Special Representative in Paris 
also reviews the project proposals for consistency with proposals in similar fields 
which may have originated in a number of countries in order to assure thet particular 
lines of economic activity, such as, for example, steel production, are not being over- 
expanded as the result of the desire of individual countries to expand their own 
steel-producing capacity. The OEEC mekes continuing analysis of the require- 
ments of the participating countries for the expending production and its judg- 
ment and conclusions are considered in making the fine] decisions which involve 
ECA financing. 

In the future the programs of rearmament in Western [urope being developed 
through the NATO organization will provide an additions| source of information 
against which final determinations by ECA can be made. It should be noted 
finally that ECA consults with other interested agencies of the United States 
Government before final project approvals are made. Specifically any project 
which contemplates the obtaining of scarce materials in the United States is for- 
mally submitted to the National Production Authority where a judgment is made 
as to the contribution which such project will make in advancing the general 
s*curity interest of the United States, 


III. ApMINISTRATION—ACCOUNTING AND REcoRD KEEPING 


1. What lessons in the administration of foreign loans can be learned from the 
unfortunate experiences of the Reconstruction Finance Corporation in making 
and administering domestic loans? 

The major part of the public foreign loans made by the United States Govern- 
ment consists of those extended by the Export-Import Bank. It is difficult to 
draw any close parallels between that ageney and the Reconstruction Finance 
Corporation. In the case of the latter, the principal change recently introduced 
is the placing of the ageney under a single administrator. In the case of the 
Export-Import Bank, the Board of Directors consists of four members appointed 
by the President, with the advice and consent of the Senate, and the Secretary 
of State, ex officio. The bank operates in conformity with international financial! 
policies established by the Nationa! Advisory Council on International Monetary 
and Financial Problems, which consists of the Secretaries of the Treasury, State, 
and Commerce, the Chairman of the Board of Governors of the Federal Reserve 
System, the Chairman of the Board of Directors of the Export-Import Bank, and 
the Administrator for Economic Cooperation. The bank consults with the 
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Council‘on major credits and those which involve important policy questions, in 
order to insure coordination of the bank’s operations and those of other agencies 
concerned with foreign financial and monetary matters. By reason of this 
mechanism of coordination and of close informal cooperation with the member 
agencies of the Council, it does not appear that the considerations which led to 
the establishment of a single administrator for the Reconstruction Finance 
Corporation would be relevant in the case of the Export-Import Bank. 

Loans made under the authority of the Economie Cooperation Act of 1948, 
as amended, are extended almost exclusively to foreign governments and are 
subject to the same process of consultation with the National Advisory Council 
as described above. 


) 


2. From the experience of the Maritime Commission in granting Government aid to 
shipping lines? 

ECA does not grant subsidies to foreign enterprises from its dollar funds and 
attempts to discourage such subsidies as are paid by foreign governments to their 
national enterprises. All governments to a greater or less extent subsidize certain 
preferred enterprises for political, social, or military reasons. <A strong merchant 
marine under the United States flag has proved to be a valuable asset to the com- 
munity of peaceful nations throughout the world, and the importance of this 
asset is generally recognized by foreigners. There are parallel circumstances 
abroad but, even where governments pay subsidies for justifiable reasons, we seek 
to encourage maximum progress toward competitive status in all foreign enter- 
prises. 


3. Has the Comptrolle r General anu part in auditing the ex pe nditures of ECA P 

The Comptroller General has the customary responsibility imposed upon him 
by the Congress to postaudit all ECA transactions. The General Accounting 
Office does this on a test-check basis. Each transaction is given a full adminis- 
trative audit by ECA prior to payment. 


1. Has any report been made to the Congress regarding the use of the ECA counterpart 
funds? 


The Economie Cooperation Administration in its quarterly report to Congress 
has regularly included a detailed statement on counterpart funds in Western 


Europe. This statement generally included: 
1, A summary of deposits and withdrawals. 
2. A description of counterpart funds’ uses for each participating country 
3. The status and use of counterpart funds reserved for the United States 
Government, 
Detailed statistical tables included in the ECA quarterly reports covered: 
1. The status of European local curreney funds under Public Law 472. 
2. Status of counterpart funds reserved for the use of the United States 
3. ECA approvals for withdrawal of counterpart funds under Public Law 
172, bv country and by specific uses. 
4. ECA approvals for withdrawal of counterpart funds under Public Laws 
84 and 389, by country and by specific uses. 
5. Status of GARIOA counterpart funds for the Federal Republic of 
Germany. 
6. Status of local currency funds under Public Laws 84 and 389. 

In addition to the material included in its quarterly report, ECA has forwarded 
regularly to Members of (Congress and to congressional committees 25 or more 
copies of its monthly publication, Local Currency Counterpart Funds. Copies 
of this publication have also been made available by the ECA Office of Information 
in answer to special requests of Members of Congress. This publication contains 
in considerable detail statistical tables on counterpart funds deposits, approvals, 
and withdrawals. 

Another source of counterpart funds information supplied to Congress is the 
Report to the Public Advisory Board, which carries summary charts and tables. 
The March 28, 1951, issue of this report carried a special feature section on 
counterpart funds, 
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IV. ADMINISTRATION—ADMINISTRATIVE Costs AND PERSONNEL 


1. How were ECA personnel recruited? 

During the first few months of operation, ECA personnel were recruited prin- 
cipally from three main sources: 

(a) A panel of leaders in public life volunteered their services in assisting 
Mr. Hoffman to select and recruit his key staff; 

(b) A list of some 5,000 potential candidates, including 750 outstanding 
individuals, developed by the Department of State prior to the organization 
and staffing of ECA. This list was prepared by a special recruiting staff 
of the Department and was developed after careful screening and evaluation 
of the individual, although without, of course, intimate knowledge of the 
specific nature of the tasks for which the individual might be considered; and 

(c) A roster of nearly 50,000 applications submitted to the Personnel 
Office of ECA the first few weeks of its existence. 

Most of the principal officers of ECA, including chiefs of the overseas missions 
were recruited through reference (a). A large number of subordinate officers 
were recruited through reference (6), and the balance, along with supporting 
personnel, through reference (c). 

Each candidate for a position in ECA was carefully evaluated through the 
recruiting staff by check with references, previous employers, and associates. 
Each appointment in the senior levels has been personally reviewed and approved 
by the Director of Personnel and his superiors, including the Administrator or 
his deputy, before a commitment of employment was made. This continues to 
be the practice and is in addition, of course, to the security investigation and 
clearance. 

2. In general, where did they come from? That is, what agencies? 

Generally speaking, the ECA staff has been recruited about half from industry, 
professional institutions, and private or public organizations, and about half from 
other Government agencies. Labor advisers, for example, have been obtained 
through labor organizations. Stenographers and clerical personnel were in the 
first instance largely drafted from other Government agencies, but subsequently 
were recruited in large measure from non-Government sources. Of those recruited 
directly from other Government agencies, consisting principally of specialists 
engaged in economic, statistical, and administrative work, there has been no 
concentration’ on any one agency of Government. In all cases, special effort 
has been made to locate the best individual for the job, whether currently em- 
ployed in another Government agency or from sources outside of Government. 


V. Foretcn Arp AND PRIVATE INVESTMENT 


1. Is there reason to believe that if the United States supplies foreign countries, par- 
ticularly so-called underdeveloped countries, with dollar exchange gratis that 
these countries will feel little compulsion to earn dollar exchange? 

United States grants to foreign countries, particularly underdeveloped countries, 
take the form of either technical assistance of supplies to promote the economic 
development of the countries involved. 

Technical assistance grants may be used either for the purchase of services 
of experts who can make their know-how available or for supplies and equipment 
for the demonstration farms, pilot plants, and projects to which they give atten- 
tion. Technical assistance projects should increase rather than decrease the 
incentives underdeveloped countries have to earn dollar exchange. It must be 
borne in mind first that grants for technical assistance programs are generally 
made only where the country is not in a position itself to devote foreign exchange 
resources to the project. It should, therefore, not be considered a substitute for 
dollar earnings. As the technical assistance program proceeds successfully, it 
will raise the standard of living of the population—whether this takes the form 
first of an improvement in health, an inerease in literacy, or a larger supply of 
food. The effect of this inerease in standard of living will be simultaneously 
to increase the ability to produc? and the desire for alditioral go0413 and serviers. 
Technical assistance projects, therefore, will tend toward developing an incraased 
desire and canacity to earn dollar and other foreign exchanz>? so that additional 
imports to satisfy more wints ¢.1 b2 obtained. [hy this eonnection, r-farane> 
may be made to the general evidence available indicating that a3 cou itries prospar, 
standards of living increase, wants are multiplied and are satisfied partly by 
increased domestic production and partly by increased international trade. 
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Similarly United States grants for investment purposes are used for projects 
for which local savings do not suffice. They also therefore help increase the 
standard of living at a faster rate than would otherwise be possible, and for the 
reasons indicated above increase the desire to earn dollar and other exchange 
in order to obtain increased imports. 


2. Is American foreign investment concentrated in relatively few countries (as is the 
case) because these countries treat foreign investors com paratively well? 

The facts with respect to the distribution of American private foreign invest- 
ments are as follows: Nine-tenths of the total is represented by investments in 
28 countries, the largest 5 countries account for only 60 percent of the total. 
These five, in the order of size, are: Canada, Germany, United Kingdom, Cuba, 
and Venezuela, 

The above data are based on Foreign Assets and Laibilities of the United 
States and Its Balance of International Transactions, Senate Committee on 
Finance, Eightieth Congress, first session, pages 49-50, and are as of May 31, 1943. 
On that date the total of United States foreign investments was $13.5 billion. 
Since then, the total has increased to an estimated $20.4 billion as of September 
1950, according to the Treasury Department. The Treasury believes that the 
distribution of investments by countries in 1950 was approximately the same as 
in 1943, except that Saudi Arabia has shown a large relative increase since the 
war. 

It is evident that the prospect of favorable treatment is a necessary condition 
for foreign investment. However, it would be mistaken to attribute the distribu- 
tion of United States investment around the world entirely to differences in treat- 
ment. United States investment is heavy in certain areas because of the type of 
natural resources found there. This is the case of United States investments in 
Middle East and the Caribbean area. United States investment in other areas, 
notably colonial areas, is light because opportunities in those countries have been 
filled by investors from Western Europe which enjoy a favored position in those 
countries. Similarly, United States investments in Canada, Cuba, and the 
Philippines have enjoyed a favored position, if only that of geographic proximity 
or historical association. 


3. Are there lessons to be learned from the British experiments since the war in govern- 


ment investments in foreign areas, such as the attempt to stimulate the production 
of peanuts in East Africa? (This has been a notorious failure, has it not?) 


Two valuable lessons can be learned from British experience in government 
investment in foreign areas since the war. The first is that for successful invest- 
ment in underdeveloped areas, the most exhaustive preparatory technical studies 
must be made of the projects in which the investment is to take place; the second 
is that in any new venture overseas it may be fatal to make too ambitious a start. 
In the groundnut scheme insufficient attention was given by the British to these 
two factors. According to an official statement by the British Government 
itself, the original aims of the scheme have proved incapable of fulfillment. The 
original groundnut plan envisaged the clearing, by the end of 1953, of approxi- 
mately 3,250,000 acres of bush in East and Central Africa with a production 
thereafter of 600,000 tons of groundnuts per annum. Cost for the project was 
originally estimated at £23,000,000. By the end of 1950 a total of 175,000 acres 
had been cleared in the Kongwa, Urambo, and southern Province areas of Tan- 
ganyika at a cost of £37,000,000. During the year only 64,540 acres were under 
actual cultivation, with total production estimated at 2,500 long tons of ground- 
nuts and 2,850 long tons of sunflower seed. Formidable difficulties in clearing the 
bush and in mechanized cultivation which developed largely because of inade- 
quate initial technical studies of the specific difficulties involved, the consequent 
unavailability of the means (heavy tractors, etc.) to cope with them, and the 
absence of smaller-scale initial pilot projects which would have revealed these 
difficulties in time, were largely responsible for the failure of the project as a whole. 
However, although the attempt to make a quick contribution to world output of 
oils and fats by a short-run effort failed, the project will be carried forward on a 
more modest scale, apparently with good expectations for ultimate successful 
operation. 

Besides the groundnut scheme the British Government has a number of other 
experiments in Government investment overseas underway at the present time. 
These are carried out through the British Colonial Development Corp. estab- 
lished in February 1948 with a capital of £110 million. At the beginning of 
1950, £14.5 million of the corporation’s capital had been committed to 28 differ- 
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ent projects, approximately one-third of which will be carried out in conjunction 
with private interests. At the same time the corporation had an additional 51 
projects involving capital commitments for £140 million, under active consider- 
ation. These projects are scattered all over the British possessions in Africa, 
the West Indies, and the Far East. 


4. Will the use of foreign-aid funds tend to reduce the barriers raised by foreign 
countries against American investment, such as discriminatory taxation, the 
repatriation of money earned abroad, restrictions on the foreign ownerships of 
real property, restrictions on the number of nonnative personnel that may be 
employed, restrictions on the percentage of the pay roll that may be paid to the 
nonnative personnel, etc.2 Or may the use of these funds have the opposite 
effect? 

The elimination of barriers to, and the provision of incentives for, a steadily 
increased participation of free private enterprise in developing the reseurces of 
foreign countries have been declared in the Mutual Security Act of 1951 (see. 
516) to be policy objectives to be furthered by the administration for foreign 
assistance policies. It is intended that these longer-range directives can be 
gradually merged with the immediate and urgent objective of the program which 
is to strengthen the defenses of the Free World. 

The barriers to investment referred to in the question stem from various 
motives in countries imposing them. Restrictions on the repatriation of profits 
and amortization on investments are frequently caused by shortages of foreign 
exchange which prompt countries to limit the amount of exchange which may 
be obtained for these purposes. Restrictions on ownership of certain kinds of 
property may stem from considerations of national security. They may also be 
prompted by a desire to secure a favored position for nationals or to insure 
certain benefits to nationals. 

Where restrictions are prompted by considerations of acute exchange shortage, 
it is to be expected that the alleviation of the shortage directly through the 
extension of assistance or indirectly through enhancing the country’s ability to 
earn exchange will of itself tend to foster the elimination of such barriers. In 
recent years, as the financial situation in foreign countries has improved there 
has in fact been a relaxation of exchange restrictions over the transfer of profits 
and capital. 

Where the restrictions are prompted by considerations of national security, 
the accomplishmen. of mutual security throughout the Free World aimed for by 
the Mutual Security Act of 1951 should tend to foster an attitude on the part of 
foreign governments more favorable to the elimination of or the modification of 
such special restrictions. As countries in the Free World see themselves less 
menaced by threats from world communism or from each other, they should be 
more amenable to permitting their industries to be owned as freely by nationals 
of friendly countries as by their own. 

Where the restrictions are prompted by protectionist considerations, it is felt 
that the motives for protection will be weakened by the improvement in living 
standards which will accompany the development of their resources. The 
elimination of protectionist restrictions through reciprocal intergovernmental 
negotiations will be easier in an atmosphere of security and under conditions of 
prosperity that would be dominated by fear, suspicion, and poverty. 


VI. Tue INTERNATIONAL POSITION OF THE DOLLAR 


What would be the specifie financial transactions involved, for example, in 
the expenditure of $10 million in France on the improvement of an airport? In 
the expenditure of, say, $2 million in Palestine on some project of technical 
assistance? 

Economic aid under MSP can take the following forms: 

1. Provision of technicians paid by the United States Government. 

2. Payments for tuition, living, and other expenses of foreign trainees and 
experts. 

3. Provision of services and supplies to be directed toward specific projects. 

4. Contributions to the United Nations. 

Items 1 and 2 present no special problems; they involve direct payments to 
individuals for services in the case of technicians, and payments for travel, 
tuition, and living expenses for trainees. Item 3 will follow lines of procedure 
established by’ the ECA, involving procurement of supplies by United States 
Government agencies or commitments to banks and other financial institutions 
enabling private trade channels to take part in the actual operation of the program. 
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Item A is applicable to U. N. programs of technical assistance and the special 
programs of the U. N. in Palestine and Korea. In these programs, the United 
States makes dollars directly available to the United Nations organization con- 
cerned, following examination of plans for expenditure by United States Govern- 
ment representatives. 


VII. DeFINITION or ‘““UNDERDEVELOPED AREAS” 


In Partners in Progress, the report to the President by the International 
Development Board dated March, 1951, according to the maps on pages 2, 3, 
and 14, Alaska, Iceland, and Greenland are developed areas, whereas the Argen- 
tine and Greece are underdeveloped areas. On what basis was this distinction 
made? On these maps, also, Australia is shown as a developed area, whereas 
South Africa is shown as an underdeveloped area. On what basis was this distine- 
tion made? 

Partners in Progress is the report of a group of distinguished private citizens 
However, it would appear from the report that the authors were using the gen- 
erally accepted criterion of the level of per capita national income to differentiate 
underdeveloped countries from developed countries, e. g., the per capita national 
income of South Africa is considerably lower than that of Australia and the per 
capital national income of Greece is considerably lower than that of most coun- 
tries of Western Europe. While the income of Argentina is higher than that of 
most Latin-American countries, it is low relative to that of countries such as 
Sweden, Switzerland, Australia, New Zealand, Canada, and the United Kingdom. 


2. What are the leading characteristics of an underdeve loped areaz A low standard 
of living? A low rate of capital accumulation? Dependency on the export of 
raw materials? Susceptibility to Communist infiltration? Note that France 
and Italy, which certainly are not underdeveloped, are among the countries 
most susceptible to Communist infiltration. 


See answer to question VII—2 under Memorandum IJ. 


S. Has any estimate been made of the rates of arowth ol population mn partr ular 
underdeve loped areas? Has any estimate been made of the minimum amount 
of aid each country would have to receive in order to insure that the result- 
ing increase in output would erceed the needs ( reated h / the anti ipated increase 
in population? 


The population of the free countires of Asia is about 700 million, of Afries 
about 200 million, and of Latin America about 150 million. Population pressures 
are serious in Asia but Latin-American and most African countries are not so 
densely populated. The annual rate of population increase in Latin America is 
about 2 percent, in Africa about 1.5 percent, and in Asia about 1.2 percent. By 
contrast, the rate of growth in Western Europe is 0.8 percent. 

The population growth in Asia is characterized by a high death rate and an 
even higher birth rate. The slower population growth in Western Europe is 
characterized by relatively low birth and death rates. The contrasting character 
of the population growth in Asia with that in Western Europe is explained by most 
population experts as being principally the result of industrialization, urbaniza- 
tion, and the spread of literacy. It is noteworthy that countries of Europe which 
are predominantly rural have also experienced this change in rate and character 
of population growth. Consequently, it is believed by many experts thst in the 
long-run if vigorous economic development progrems are carried out in Asia, the 
character of the population growth there will tend to resemble that already at- 
tained in Western Europe; death rates will decline, birth rates will ultimately 
decline even more sharply, and consequently the rate of population growth will 
ultimately decrease. 

The short-run effects of vigorous economic development program, however, 
can be expected to decrease death rates more quickly then birth rates and thereby 
result initially in an inerease in the rate of population growth. 

The possibilities for expanding production and supplies of food and other com- 
modities in the underdeveloped areas are great. Large tracts of potentially 
arable land await the application of capital before they can be utilized. Yields 
per acre on presently cultivated land are low but could be substantially increased 
with the use of improved techniques and the epplication of relatively small 
amounts of capital. Other resources such as water power and minerel deposits 
are largely undeveloped and afford greet opportunities for expansion. The 
prospects for economic development, essuming a vigorous effort is brought to bear 
upon the problem, are sufficiently great so that in the long run economic and social 
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conditions could be sufficiently improved so as to afford realistic expectations for 
altering the character and diminishing the rate of populated underdeveloped 


areas. 
MEMORANDUM III 


1 (a). How much has been allotted for foreign aid in this area since 1945? 


’ 
1 (a). Gross foreign aid furnished by United States Government to selected areas 
July 1, 1945, to June 30, 1951 
Amount 


Area (millions of dollars 


Western Europe (title I countries) Sn Oe ties ae tan ee re Le ee ee 
Near East and Africa (title IT countries) ESS er 157 
Asia and Pacific (title ITI countries)______. eo KE ee een 3, 253 
American Republics (title IV countries) _____.._._-.._-_-_-_- mp 664 


1 (b). How much has been actually spent? 


1 (b). Gross foreign aid unutilized, as of June 30, 1951, by selected areas 


Amount 
Area (millions of dollars) 


Western Europe (title I countries) - --. aes stool" Fee 
Near East and Africa (title II countries) _- : pos 119 
Asia and the Pacific (title ITI countries). ___-__-_- j 1,012 
American Republics (title. IV countries) ae ¥: A ae 372 


NoteE.—Table 1 (a) presents the gross amo'int of aid ntilized through June 30, 1951: table 1 (b) presents the 
additional aid available but unutiliz> 1 as of fiat dat». The 1 tations. “title LT +> antries.” “title IL ecoun- 
tries,”’ etc., refer to countries listed in the several titles of the M itual Socarity Act of 1951. 


2. For what specific purposes has this money been spent? 


Gross foreign aid furnished by United States Government to selected areas with detail 
by program, July 1, 1945, to June 80, 1951 


{Millions of dollars] 


| 
Ra taste 
Western | Near East |® one Nagy 


Form of aid, agency, and program arene ‘land Bios American 
Pore | ; ~ jeastern Asia 


Republics 


a 
Grants utilized,! total _____- Sid ip tha daw ekl 5, 252 | 5 | 2, 757 | 





Agriculture Department: Foot-and-mouth disease | 
eradication (F&M) leat atid saci a 
American Red Cross (ARC) 
Defense Department, civilian supplies: 
Army and Air Force Departments (ARMY).. 
Relief in Korea (CRIK) 7 
Economic Cooperation Administration: 
Civilian supplies (GA)- 
European recovery: 
Dollar funds (ERP) 
Counterpart funds (ERP-C) 
Far Eastern (general area of China) aid: 
Dollar funds (FE) es 
Counterpart funds (F E-C) rhs hbo 
Interim aid (Public Law 389) (PL389)__..._..__.___| 556 | 
Korean aid: 
Dollar funds (K.A)-_- 
Counterpart funds (K ‘A-C) 
Post-UNRRA (Public Law 84) (PL&84)_ ; 
Executive Office of the President (Chinese ‘military 
aid) (EOP) 
=" War Dam age Commission (private cle 1ims) 
(P-I) 
Reconstruction Finance Corporation (RFC). 
State Department: 
Chinese student assistance (CS) 
Greek-Turkish aid (GT) 
Institute of Inter-American Affairs (ILA A) 
Mutual-defense assistance: 
North Atlantic area (M-N AA) 
Greece, Turkey, and Iran (M-GT)- 
Other areas (M-O) 


See footnotes at end of table, p. 157. 
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Gross foreign aid furnished by United States Government to selected areas with detail 
by program, July 1, 1945, to June 30, 1951—Continued 


[Millions of dollars] 


! 

Eastern and 
south- 

eastern Asia 


American 


Form of aid, agency, and program Republics 


Western | Near East 
| Europe /| and Africa 
| 


State Department— Continued 
Philippine rehabilitation: 
Surplus property (P-I1) 
P rei reconstruction and rehabilitation | 
(P BaclaGeats he . 
Technical assistance (TA)..__- aaa (?) 
Through international agencies: For United Na- | 
tions Relief and Rehabilitation Administration | 
(R & R)-.- . ‘ ; So | 1, 082 
Yugoslav aid (YA)..........--.-. 31 
Treasury Department: 
Chinese stabilization (TREAS) 
Lend-lease ' (LL) —126 
Civilian supplies (Y B) ‘ 134 


Credits utilized, ! total : ‘ | 8, 699 


Agriculture Department (occupied-area commodity 
programs (AGR) | 
Commerce Department: Maritime Administration | 
(merchant ships) (MA) 
Defense Department: Army Department: Surplus 
property (ASP) 
Economic Coope ration Administration (European re- 
covery): 
Through Export-Import Bank (ERP 
Deficiency-material projects: 
Dollar funds (DMPD) 
Counterpart funds (DMPC) 
Export-Import Bank: 
Direct loans (EIB-D) 
Loans through agent bs inks (EIB A). 
oe Services Administration si property) | 
(GSA). -_. . ‘ 
iicaumioal ion Finance Corporation: 
Loans (RFCL) 
Occupied-areas commodity progr: ums (RFCC). 
Surplus property (RFC P) 
State Department: Institute of Inter-American Affairs 
(IIA A) 
Treasury Deps irtment: 
British loan (BL) 
Lend-lease current credits (LLC) 
Lend-lease silver (LLS)_. 
Credit-agreement offse ts to grants (c oq). 
Surplus property (SP) - -- 
*hilippine funding (PF) 


SUMMARY 
Grants utilized, total ache 15, 252 | 
Credits utilized, total_-. -- 3 8, 699 | 


Gross foreign aid _- : i ; . 23, 98 51 


GENERAL Note.— Western Europe includes the ERP countries and Yugoslavia; Near East and Africa 
includes Egypt, Eritreg, Ethiopia, Iran, Iraq, Israel, Jordan, Lebanon, Liberia, Libya, Saudi Arabia, Syria, 
and Yemen; eastern and southeastern Asia includes Afghanistan, Burma, Ceylon, Formosa (China), Indo- 
china, Indonesia, India, Malaya, Nepal, Pakistan, Philippines, Thailand, and Korea, 

Not included in the table are the amounts of indirect United States foreign aid to these areas, which was 
provided by the United States contributions to the international organizations. Also exlcuded is foreign aid 
to non-European countries which could not be classified by countries and areas. The total of these two 
types of aid amounts to approximately $1,000 million. 

Totals may not add because of rounding. 

1 Grants here reported for the postwar period include aid on an indeterminate basis, but exclude aid 
originally considered indeterminate, and subsequently funded as credits in the postwar period. Because a 
major portion of the grant aid settled arose under the lend-lease program, the credit offsets are here deducted 
from lend-lease grants. Credits include these credit-agreement offsets to grants representing the establish- 
ment of a repayable credit for aid previously provided on an indeterminate basis. The deduction of the 
credit- “agreement offsets from the original grant program sometimes yields negative amounts. 

? Less than 0.5 million, 

The mutual defense assistance provided for countries outside of Europe, amounting to $196 million, 
cannot be separated by area. 


Source: Department of Commerce, ECA, Division of Statistics and Reports, Oct. 15, 1951. 
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3. (a) Taking 1 year at a time since 1945, what percentage of the country’s national 
income is the aid we have given? 


Gross foreign aid furnished by United States Government as a percent of national 
income and Government expenditure for ERP countries 1948-49—1950-51 


[a=percent of national income; b=percent Government expenditure] 


Fiscal year 
Country 


1948-49 | 1949-50 1950 


Austria 
ua 
b 
Belgium-Luxemburg 
i 
b 
Denmark: 
4 
b 
France 
b 
Germany 
a 
b 
Greece 
ua 
a 
Iceland 
a 
a 
Ireland: 
a 
b. 


! Data for national income and Government expenditures not available. 


51 


Country 


Italy: 

a 
se, 
Netherlands: 

a 

b 
Norway 

‘ 

b 
Portugal 

a 

b 
Sweden: 


‘ 
b 


United Kingdom 
au 
b 
Yugoslavia 


a 
b 


Fiscal year 


49 1949-50 1950-51 


Source: Gross foreign aid figures from Department of Commerce; figures for national income and Govern- 
ment expenditures from reports by foreign governments supplemented by ECA estimates; all data relate to 


United States fiscal years. 
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i(6). What percentage of the country’s governmental expenditure? 


Gross foreign aid furnished by U. S. Government as a percent of national income and 
Government expenditure for selected countries outside Europe, 1949-50 


| Percent of Percent of 
Percentof| Govern- Percent of} Govern- 

Country national ment Country national ment 
Income expend! income expendl- 

ture ture 


Eastern and southeastern 
Asia—C ontinued 
Philippine 
Mhailand 
Kor t 
American Republic 
Argent 
Boliy 
Brazil 
Chile 
‘olombia 


‘osta Ri 


( 
] Salvado 


Guatemala 
Haiti 
l Hondura 
Formosa ) Me ) 
Ind china Nicaragua 
Indonesia... . 6. 0 Panama 
Ll dia . 2 Paraguay 
Malava Peru 


Nenal Uruguay 


in Venezuela 


Paki 


No aid furnished. 
? Less than 0.05 percent 
} Central government expenditure not availabl 
eource 
Gross foreign aid data provided by U. 8. Department of Commerce. 
Data relate to United States fiscal year July 1949-June 1950 
National income data are from | N. National Per Capita Incomes—Seventy Countries—1949 
Statistical Papers, series E, No. 1. Data relate to 1949 calendar year 
Government Finance data were compiled by ECA from original budget documents; data relate to 
countries’ fiscal years ending in 1950. 


4 (a) What treaties do we have with this area? 


BILATERAL TREATIES AND OTHER INTERNATIONAL AGREEMENTS RELATED TO 
COMMERCE, TARIFF MATTERS, TECHNICAL AND ECONOMIC ASSISTANCE, AND 
MILITARY ASSISTANCE AND SECURITY, IN FORCE BETWEEN THE UNITED STATES 
OF AMERICA AND COUNTRIES SCHEDULED TO RECEIVE ASSISTANCE FROM THE 
UNITED STATES IN THE FISCAL YEAR 1952 


The present list contains references only to bilateral treaties and agreements 
on the subjects mentioned, with the exception of the General Agreements on 
Trade, which is included in the table on tariff arrangements in effect between the 
United States and countries scheduled to receive assistance, fiscal year 1952. 


TITLE f EUROPE 


Austria Netherlands Greece 
Denmark Portugal Italy 
Germany (Federal United Kingdom Norway 
publie) Belgium-Luxemburg Turkey 
Iceland France Yugoslavia 
Austria.—Treaty of friendship, commerce, and consular rights. Signed at 
Vienna June 19, 1928. 
Supplementary agreement to the treaty of friendship, commerce, and consular 
rights of June 19, 1928. Signed at Vienna January 20, 1931. 
Economie cooperation agreement, and supplementary note. Signed at Vienna 
July 2, 1948, as amended. 
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Agreement relating to the application of most-favored-nation treatment to 
areas under occupation or control. Signed at Vienna July 2, 1948. 

Pelgium.—Agreement relating to the status and facilities to be aecorded in 
Belgium to United States forces engaged in the occupation of Germany and 
Austria. Signed at Brussels April 29, 1948. 

Treaty of commerce and navigation. Signed at Washington March 8, 1875. 

Economic cooperation agreement. Signed at Brussels July 2, 1948, as amended. 

Mutual defense assistance agreement. Signed at Washington January 27, 1950. 

Agreement relating to the application of most-favored-nation treatment to areas 
under occupation or control. Signed at Brussels July 2, 1948. 

Denmark.—Convention of friendship, commerce, and navigation. Signed at 
Washington April 26, 1826. 

Mutual defense assistance agreement. Signed at Washington January 27, 
1950. 

EKeonomic cooperation agreement., Signed at Copenhagen June 29, 1948, as 
amended. 

Agreement, pursuant to the North Atlantic Treaty, concerning the defene of 
Greenland. Signed at Copenhagen April 27, 1951. 

Agreement relating to the application of most-favored-nation treatment to 
areas under occupation or contro]. Signed at Copenhagen June 29, 1948. 

France.—Convention of navigation and commerce. Signed at Washington 
June 24, 1822 (art. 6 terminated July 1, 1916). 

Mutual defense assistance agreement. Signed at Washington January 27, 
1950. : 

Economic cooperation agreement. Signed at Paris June 28, 1948, as amended. 

Cermany.—Treaty of friendship, commerce, and consular rights. Signed at 
Washington December 8, 1923. 

Agreement terminating parts of article VII of the Treaty of Friendship, Com- 
merce, and Consular Rights of December 8, 1923. Signed at Washington June 
3, 1935. 

Economic cooperation agreement, with annex. Signed at Bonn December 15, 
1949, as amended. 

Great Britain.—Agreed declaration by the President of the United States, the 
Prime Minister of the United Kingdom, and the Prime Minister of Canada. 
Signed at Washington November 15, 1945. 

Agreement relating to a long-range proving ground for guided missiles to be 
known as The Bahamas Long Range Proving Ground. Signed at Washington 
July 21, 1950. 

Commerce and navigation convention. Signed at London July 3, 1815. 

Mutual defense assistance agreement. Signed at Washington January 27, 1959. 

Arrangement relating to naval and air bases. Signed at Washington September 
2, 1940. 

Agreement and exchanges of notes relating to leased naval and air bases. 
Signed at London March 27, 1941. 

Economic cooperation agreement. Signed at London July 6, 1948, as amended. 

Financial agreement. Signed at Washington December 6, 1945. 

Agreement on technical assistance for Eritrea. Signed at London June 15, 1951. 

Agreement for technical cooperation in respect of the territories for the inter- 
national relations of which the Government of the United Kingdom are responsible. 
Signed at London July 13, 1951. 

Greece.— Treaty of establishment. Signed at Athens November 21, 1936. 

Economie Cooperation Agreement. Signed at Athens July 2, 1948, as amended. 

Agreement on aid to Greece and exchanges of notes dated May 26, June 15 and 
18, 1947. Signed at Athens June 20, 1947. 

Agreement relating to the application of most-favored-nation treatment to 
areas under occupation or control. Signed at Athens July 2, 1948. 

Agreement relating to the use of certain Greek islands for shore training exer- 
cises and for bombardment practice. Signed at Athens February 11, and 21, 
1949. 

Iceland.—Defense agreement pursuant to the North Atlantic Treaty. Signed 
at Reykjavik May 5, 1951. 

Economic cooperation agreement. Signed at Reykjavik July 3, 1948, as 
amended. 

Agreement relating to the application of most-favored-nation treatment to 
areas under occupation or control. Signed at Reykjavik July 3, 1948. 

Reciprocal trade agreement. Signed at Reykjavik August 27, 1943. 
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Italy.— Treaty of friendship, commerce, and navigation, protocol and additional 
protocol. Signed at Rome February 2, 1948. 

Mutual defense assistance agreement. Signed at Washington January 27, 1950. 

Keonomic cooperation agreement. Signed at Rome June 28, 1948, as amended. 

Two memorandums of understanding and exchanges of notes regarding financial 
and economic understandings relating to the treaty of peace with Italy. Signed at 
Washington August 14, 1947. 

Agreement relating to application of most-favored-nation treatment to areas 
under occupation or control. Signed at Rome June 28, 1948. 

Agreement relating to the transfer of certain vessels from the United States to 
Italy pursuant to the act of August 5, 1947 (Public Law 370, 80th Cong.). Signed 
at Washington March 16, 1948. 

Luxemburg \Miutual defense assistance agreement. Signed at Washington 
January 27, 1950. 

Economic cooperation agreement. Signed at Luxemburg July 3, 1948. 

Agreement relating to the application of most-favored-nation treatment to 
areas under occupation or control. Signed at Luxemburg July 3, 1948. 

Netherlands Mutual defense assistance agreement. Signed at Washington 
January 27, 1950. 

Kconomic cooperation agreement. Signed at The Hague July 2, 1948, as 
amended. 

Agreement relating to the application of most-favored-nation treatment to 
areas under occupation or control. Signed at The Hague July 2, 1948. 

Vorway.—Treaty of friendship, commerce, and consular rights. Signed at 
Washington June 5, 1928. Additional article signed at Washington February 25, 
1929. ; 

Mutual defense assistance agreement. Signed at Washington, Januarv 27, 1950. 

Economie cooperation agreement. Signed at Oslo July 3, 1948, as amended. 

Agreement relating to the application of most-favored-national treatment to 
areas under occupation or control. Signed at Oso July 3, 1948, 

Portugal.—Commerciel agreement effected by exchange of notes 
Weshington June 28, 1910. 


signed pe 


Mutual defense assistance agreement, with annexes. Signed at Lisbon 
January 5, 1951. 

Defense agreement. Signed at Lisbon September 6, 1951. 

Economic cooperation agreement. Signed at Lisbon September 28, 1948, : 


amended. 
Agreement relating to the application of most-favored-netion treatment t 


areas under occupation or control. Signed at Lisbon September 28, 1948. 


Turkey.—Treaty of commerce and navigation, Signed at Ankara October 1, 
1929. 

Treaty of establishment and sojourn. Signed at Ankara October 28, 1931. 

Economic cooperation agreement. Signed at Ankara July 4, 1948, as amended 


Reciprocal trade agreement and exchange of notes. Signed at Ankara, April | 
1939. 

Agreement relating to the application of most-favored-nation treatment 
areas under occupation or control. Signed at Ankara July 4, 1948. 

Agreement to govern the application of the aid program, and exchange of notes 
signed at Ankara, May 26 and 27, 1947. Signed at Ankara July 12, 1947. 

Yugoslavia.—Convention of commerce and navigation. Signed at Belgrade 
October 2 and 14, 1881. 

Agreement relating to the handling and distribution of foodstuffs made available 
to Yugoslavia by the United States. Signed at Belgrade November 17 and 21, 
1950. 

Agreement relating to the supply of food for the armed forces of Yugoslavia. 
Signed at Belgrade November 20 and 21, 1950. 

Agreement relating to the furnishing by the United States to Yugoslavia of 
raw materials and other supplies to support the material requirements of Yugo- 
slavia’s military forces. Signed at Belgrade April 17, 1951. 

Agreement governing the furnishing of assistance under the Yugoslav Emer- 
gency Relief Assistance Act of 1950. Signed at Belgrade, January 6, 1951. 







TITLE 








NEAR EAST 





AND AFRICA 


Egypt Saudi Arabia Lebanon 


Greece Turkey Libva 
Iraq Ethiopia Syria 
Jordan Iran Yemen 


Liberia Israel 
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Egypt.—Provisional commercial agreement. Signed at Cairo May 24, 1930. 
General agreement for technical cooperation under point 4 program. Signed at 
Cairo May 5, 1951. 

Ethiopia.—Treaty of Commerce. Signed at Addis Ababa June 27, 1914. 
Point 4 general agreement for technical cooperation. Signed at Addis Ababa 
June 16, 1951. 

Greece.—Treaty of Establishment. Signed at Athens November 21, 1936. 

Economic Cooperation Agreement. Signed at Athens July 2, 1948, as amended. 

Agreement on aid to Greece and exchanges of notes dated May 26, June 15 and 
18, 1947. Signed at Athens June 20, 1947. 

Agreement relating to the application of most-favored-nation treatment to 
areas under occupation or control. Signed at Athens July2, 1948. 

Agreement relating to the use of certain Greek islands for shore-training exercises 
and for bombardment practice. Signed at Athens February 11 and 21, 1949. 

/ran.— Provisional agreement regarding commercial relations. Signed at Tehran 
May 14, 1928. 

Mutual defense-assistance agreement. Signed at Washington May 23, 1950. 

Agreement relating to a military mission. Signed at Tehran October 6, 1947, 
as amended and extended. 

Memorandum of understanding for technical cooperation on rural improvement. 
Signed at Tehran October 19, 1950. 

teciprocal trade agreement and supplementary exchange of notes. Signed at 
Washington April 8, 1943. 

lraq.—Treaty of Commerce and Navigation. Signed at Baghdad December 3, 
1938. 

Point 4 general agreement for technical cooperation. Signed at Baghdad April 
10, 1951. 

/srael.—Point 4 general agreement for technical cooperation. Signed at Tel 
Aviv February 26, 1951. 

Jordan.— Point 4 general agreement for technical cooperation. Signed at 
Amman February 27, 1951. 

Cooperative agreement for development of water resources. Signed at Amman 
June 4, 1951. 

Lebanon.— General agreement for technical cooperation under point 4 program. 
Signed at Beirut May 29, 1951. 

Liberia.— Treaty of friendship, commerce, and navigation. Signed at Mon- 
rovia August 8, 1938. 

Agreement relating to the construction, control, and defense of certain military 
and commercial airports within the Republic of Liberia. Signed at Monrovia 
March 31, 1942. 

Agreement relating to construction of a port and port works, and exchange of 
notes. Agreement signed at Monrovia December 31, 1943. Exchange of notes 
signed February 23 and 29, 1944. 

Agreement relating to the designation of a permanent free port area. Signed 
at Monrovia July 24 and 26, 1948. 

Agreement for the assignment of a United States Army mission to Liberia. 
Signed at Washington January 11, 1951. 

Agreement establishing a joint Liberian-United States Commission for Economic 
Development. Signed at Washington December 22, 1950. 

Agreement for technical assistance and cooperation between the United States 
and Liberia. Signed at Washington December 22, 1950. 

Libya.—Agreement between the United States, the United Kingdom of Great 
Britain and Northern Ireland, and the French Republic on technical assistance 
for Libya. Signed at London June 15, 1951. 

Saudi Arabia.—Agreement relating to the use of facilities and services at 
Dhahran Airfield by the transient and supporting aircraft of the Government of 
the United States. Signed at Jidda June 18, 1951. 

Provisional agreement in regard to diplomatic and consular representation, 
juridical protection, commerce, and navigation. Signed at London November 7, 
1933. 

Agreement relating to the extending of procurement assistance to Saudi Arabia 
for the transfer of military supplies and equipment. Signed at Jidda June 18, 
1951 

Point 4 general agreement for technical cooperation. Signed at Jidda January 
17, 1951. 

Turkey.—Treaty of commerce and navigation, Signed at Ankara October 1, 
1929. 
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‘Treaty of establishment and sojourn. Signed at Ankara October 28, 1931. 

Economic cooperation agreement. Signed at Ankara July 4, 1948, as amended. 
wa trade agreement and exchange of notes. Signed at Ankara April 1, 
JU. 

Agreement relating to the application of most-favored-nation treatment to 
areas under occupation or control. Signed at Ankara July 4, 1948. 
_ Agreement to govern the application of the aid program and exchange of notes 
signed at Ankara May 26 and 27, 1947. Signed at Ankara July 12, 1947. 

Yemen.—Agreement relating to friendship and commerce. Signed at Sana’s 
Mey 4, 1946. 

TITLE IlI—ASIA AND PACIFIC 


Afghanistan Nepal Indochina 
Ceylon Philippines Korea 
India Burma Pakistan 
Indonesia Formosa Thailand 


Afghanistan.—Point 4 general agreement for technical cooperation. Signed 
at Kabul February 7, 1951. 

Burma.—Agreement relating to the furnishing to the Government of Burma 
by the United States of certain vessels and associated spares and equipment. 
Signed at Rangoon October 7 and November 6, 1950. 

Economic cooperation agreement, with annex and related notes. Signed at 
fangoon September 13, 1950. 

Ceylon.—-Point 4 general agreement for technical cooperation. Signed at 
Colombo November 7, 1950. 

China.—Treaty of friendship, commerce, and navigation, with protocol. 
Signed at Nanking November 4, 1946. 

Agreement relating to the application of most-favored-nation treatment to areas 
under occupation or control. Effected by exchange of notes signed at Nanking 
July 3, 1948. 

Agreement relating to the furnishing of certain military material to China for 
the defense of Taiwan. Effected by exchange of notes signed at Taipei January 
30 and February 9, 1951. 

Economic aid agreement. Signed at Nanking July 3, 1948, as amended. 

Agreement relating to the transfer to China of naval vessels and equipment 
pursuant to Public Law 512, Seventy-ninth Congress, and exchange of notes. 
Signed at Nanking December 8, 1947. 

India.— Agreement relating to the transfer by the Government of the United 
States to the Government of India of certain military supplies and equipment. 
Effected by exchange of notes. Signed at Washington March 7 and 16, 1951. 

Agreement for the furnishing of a quantity of milo by the United States to 
India through the Economie Cooperation Administration. Effected by exchange 
of notes. Signed at Washington September 19 and 29, 1950. 

Point 4 general agreement for technical cooperation. Signed at New Delhi 
December 28, 1950. 

Indochina.—Agreement for mutual defense assistance in Indochina between the 
United States and Cambodia, France, Laos and Vietnam. Signed at Saigon 
December 23, 1950. 

Cambodia.—Economie cooperation agreement, with annex and related notes. 
Signed at Phnom Penh September 8, 1951. 

Laos.—Economic cooperation agreement, with annex and related notes. Signed 
at Vientiane September 9, 1951. 

Vietnam.—Economic cooperation agreement, with annex and related notes. 
Signed at Saigon September 7, 1951. 

Indonesia.—Economic cooperation agreement, with annex. Signed at Djakarta 
October 16, 1950. 

Agreement for a program of military assistance in the form of constabulary 
equipment to be supplied by the United States of America to the Republic of the 
United States of Indonesia. Effected by exchange of notes. Signed at Djakarta 
August 15, 1950. 

Korea.— Mutual defense assistance agreement. Signed at Seoul January 26, 
1950. 

Agreement relating to economic aid to Korea. Signed at Seoul December 10, 
1948. 

Initial financial and property settlement. Signed at Seoul September 11, 1948. 
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Agreement for the establishment of the United States military advisory group 
to the Republic of Korea, with related exchange of notes. Signed at Seoul 
January 26, 1950. 

Nepal.—Agreement relating to friendship and commerce. Effected by ex- 
change of notes. Signed at Kathmandu April 25, 1947. 

Point 4 general agreement for technical cooperation between the United States 
of America and Nepal. Signed at New Delhi January 23, 1951. 

Pakistan.— Agreement relating to transfer of military supplies and equipment 
to Pakistan. Effected by exchange of notes. Signed at Washington November 
29 and December 15, 1950. 

Agreement for technical cooperation between the United States of Americ 
and Pakistan. Signed at Karachi February 9, 1951. 

Philippines.—Agreement concerning trade and related matters, with protocol 
and annex. Signed at Manila July 4, 1946. 

Agreement relating to military assistance. Signed at Manila March 21, 1947. 

Agreement concerning military bases. Signed at Manila March 14, 1947. 

Siam (Thailand).—Treaty of friendship, commerce and navigation, final proto- 
col, and exchange of notes. Signed at Bangkok, November 13, 1937. 

Economic and technical cooperation agreement, with annex and related notes. 
Signed at Bangkok September 19, 1950. 

Agreement respecting military assistance, and related notes. Signed at Bang- 
kok October 17, 1950. 

TITLE IV—-AMERICAN REPUBLICS 


Bolivia Panama Guatemala 
Chile Peru Honduras 
Costa Rica Brazil Nicaragua 
Dominican Republic Colombia Paraguay 
El Salvador Cuba Uruguay 
Haiti Keuador Venezuela 
Mexico 


Bolivia.—Treaty of peace, friendship, commerce, and navigation. Signed at 
La Paz Mav 13, 1858. 

Agreement relating to a health and sanitation program. Signed at La Paz 
July 15 and 16, 1942, as amended and extended. 

Agreement relating to a military mission. Signed at Washington September 
4, 1941, as amended and extended. 

Point 4 general agreement for technical cooperation. Signed at La Paz March 
14, 1951. 

Brazil_—Agreement relating to a health and sanitation program. Signed at 
Washington March 14, 1942, as amended and extended. 

Agreement relating to the appointment of officers and enlisted men of the 
United States Army, Navv, and Air Forces to constitute an advisory mission to 
the United States of Brazil. Signed at Washington July 29, 1948. 

Naval mission agreement. Signed at Rio de Janeiro May 7, 1942, as amended 
and extended. 

Agreement relating to technical cooperation. Signed at Rio de Janeiro De- 
cember 19, 1950. 

Chile-—Provisional commercial agreement. Signed at Santiago Januarv 6 and 
February 1, 1938. 

Agreement relating to a health and sanitation program. Signed at Santiago 
May 5 and 11, 1943, as amended and extended. 

Agreement providing for an Air Foree mission to Chile. Signed at Washington 
February 15, 1951. 

Agreement providing for a naval mission to Chile. Signed et Washington 
February 15, 1951. 

Basie agreement for technical cooperation. Signed at Santiago January 16, 
1951. 

Colombia.—Treaty of peare, amity, navigation, and ecommerce, with additional 
article. Signed at Bogoté December 12, 1846. 

Agreement relating to a health and sanitation program. Signed at Bogotaé 
October 23, 1942, as extended and amended, 

Agreement for the appointment of officers and enlisted men of the United States 
to constitute an Air Force mission to Colombia. Signed at Washington February 
21, 1949. 

Agreement for the appointment of officers and enlisted men to constitute an 
Army mission to Colombia. Signed at Washington February 21, 1949. 
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Agrcement relating to a naval mission. Signed at Washington October 14, 
1946. 

Acreement relating to strategic materials Signed at Bogoté March 29, 1943. 

Costa Rica. Agreement relating to the extension of the cooperative agricultural 
program in Costa Rica Signed at San José September 18 and November 14, 
1950. 

Agreement for a cooperative health and sanitation program. Signed at San 
José Februar > 1951. 

Agreement ng to amilitary mission. Signed at Washington December 10, 
1945, as exter 

Point 4 general agreement for technical cooperation, Signed at San José 
January 11, 1951. 

Cuba, \greement for the lease to the United States of lands in Cuba for coaling 
and naval stations. Signed at Habana February 16, 1903. 

\greement for the lease to the United States by Cuba of land and water for 
naval or coaling stations in Guantanamo and Bahia Honda, Cuba. Signed at 
Habana July 2, 1903. 

Agreement providing for the services of a United States Army mission to th 
Republic of Cuba. Signed at Washington August 28, 1951. 

\greement providing for the services of a United States Air Force mission to 
Cuba. Signed at Washington December 22, 1950. 

(Agreement providing for the services of a United States naval mission to the 
Republic of Cuba. Signed at Washington August 28, 1951. 

Point 4 general agreement for technical cooperation. Signed at Habana June 
20, 1951. 

Dominican Republic.—General agreement for technical cooperation, Signed at 
Ciudad Trujillo February 20, 1951. 

Ecuador.—Agreement relating to the establishment and operation of a coopera- 
tive agricultural station in Ecuador. Signed at Quito January 26 and April 16, 
1948. 

Agreement relating to a health and sanitation program. Signed at Washington 
February 24, 1942, as amended and extended 

Agreement relating to a military mission. Signed at Washington June 29, 
1944, as amended and extended. 

Agreement relating to a military aviation mission. Signed at Washington 
December 12, 1940, as amended and extended. 

Agreement relating to a naval mission to Ecuador. Signed at Washington 
December 12, 1940, as amended and extended. 

General agreement for technical cooperation. Signed at Quito May 3, 1951. 

El Salvador.—Agreement for the establishment of an agricultural development 
project and the assignment of an agricultural mission to El Salvador. Signed at 
San Salvador May 11, 1951. 

Treaty of friendship, commerce, and consular rights. Signed at San Salvador 
February 22, 1926. 

Agreement relating to a health and sanitation program. Signed at San Salvador 
May 4 and 5, 1942, as amended and extended. 

Military aviation mission agreement. Signed at Washington August 19, 1947. 

Agreement relating to grants for the training of Salvadoran citizens in various 
economic, social and technical fields under the point 4 program. Signed at San 
Salvador April 18, 1951. 

Guatemala.—Agreement relating to a military mission. Signed at Washington 
May 21, 1945, as extended. 

Agreement relating to a military aviation mission. Signed at Washington 
February 21, 1945, as extended. 

flaiti.—Agreement relating to the extension of the cooperative agricultural 
program in Haiti. Signed at Port-au-Prince September 18 and 27, 1950. 

Agreement relating to a health and sanitation program. Effected by exchange 
of notes. Signed at Washington April 7, 1942, as extended and amended. 

Agreement relating to the detail of officers and enlisted men of the United 
States Air Forces as an advisory mission to Haiti. Signed at Washington January 
4, 1949. 

Agreement relating to the appointment of officers and enlisted men of the 
United States Navy as an advisory mission to serve in Haiti. Signed at Washing- 
ton April 14, 1949. 

General point 4 agreement. Effeected by exchange of notes. Signed at Port-au- 
Prince May 2, 1951. 





166 MUTUAL SECURITY APPROPRIATIONS FOR 1952 


Honduras.—Agreement for a cooperative program of agriculture between the 
Government of the United States of America and the Government of Honduras. 
Signed at Tegucigalpa January 30, 1951. 

Treaty of friendship, commerce, and consular rights. Signed at Tegucigalpa 
December 7, 1927. 

Agreement for financing the cooperative health and sanitation program in 
Honduras for the period from June 30 through December 31, 1951. Signed at 
Tegucigalpa August 7 and 14, 1951. 

Agreement for establishing a United States Air Force mission to the Republic of 
Honduras. Signed at Washington March 6, 1950. 

Agreement for establishing a United States Army mission to the Republic of 
Honduras. Signed at Washington March 6, 1950. 

Point 4 general agreement for technical cooperation between the United States 
of America and Honduras. Signed at Tegucigalpa January 26, 1951. 

Mexico.—Agreement to facilitate the reciprocal transit of military aircraft 
through the territories and territorial waters of the two countries. Signed at 
Washington April 1, 1941. 

Agreement relating to a health and sanitation program. Signed at Mexico 
City June 30 and July 1, 1943, as extended and amended. 

Agreement for the detail of officers of the United States Air Force to serve 
as liaison officers to the Secretary of National Defense of Mexico. Signed at 
Washington July 5, 1949. 

General agreement on technical cooperation. Signed at Mexico June 27, 1951. 

Nicaragua.—Agreement for a cooperative health and sanitation program be- 
tween the Government of the United States of America and the Government of 
Nicaragua. Signed at Managua January 31, 1951. 

Agreement for the establishment and operation of a technical agricultural 
mission in Nicaragua. Signed at Managua January 25 and February 1, 1950. 

Point 4 general agreement for technical cooperation. Signed at Managua 
December 23, 1950. 

Panama.—Convention for the construction of aship canal. Signed at Washing- 
ton November 18, 1903. 

General treaty of friendship and cooperation accompanied by 16 exchanges of 
notes embodying interpretations of the new treaty or agreements pursuant thereto. 
Signed at Washington March 2, 1936. 

Agreement for a cooperative program of health and sanitation in Panama. 
Signed at Panama February 26, 1951. 

Agreement relating to the detail of military officer to serve as adviser to the 
Minister of Foreign Affairs of Panama. Signed at Washington July 7, 1942, as 
extended. 

Paraguay.—Treaty of friendship, commerce, and navigation. Signedat Asuncion 
February 4, 1859. 

Agreement relating to a health and sanitation program. Signed at Washington 
May 18 and 22, 1942, as amended and extended. 

Agreement relating to a military mission. Signed at Washington December 10, 
1943, as extended. 

Agreement relating to a military aviation mission. Signed at Washington 
October 27, 1943, as extended. 

General agreement for technical cooperation. Signed at Asuncion December 
29, 1950. 

Peru.— Agreement relating to the extension of the cooperative agricultural pro- 
gram in Peru. Effected by exchange of notes. Signed at Lima September 15 and 
21, 1950. 

Agreement relating to the extension of the cooperative health and sanitation 
program in Peru. Effected by exchange of notes. Signed at Lima September 22 
and 25, 1950. 

Agreement relating to the detail of officers and enlisted men of the United States 
Army to serve as advisory mission in Peru for training purposes. Signed at 
Washington June 20, 1949. 

Agreement relating to a military aviation mission. Signed at Washington 
October 7, 1946. 

Agreement relating to a naval mission. Signed at Washington July 31, 1940, 
as extended and amended. 

General agreement for technical cooperation between the United States of 
America and Peru. Signed at Lima January 25, 1951. 

Uruquay.—Agreement relating to a cooperative agricultural program. Signed 
at Montevideo March 14, 1951, 
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* Agreement relating to a cooperative health and sanitation program in Uruguay. 

Signed at Washington October 1 and November 1, 1943, as extended and amended. 

aren relating to technical cooperation. Signed at Montevideo March 14, 
951. 

Venezuela.—Agreement relating to a health and sanitation program. Signed 
at Caracas February 18, 1943, as amended and extended. 

Agreement for the appointment of an Army mission in Venezuela. Signed at 
Washington August 10, 1951. , 

Agreement for the appointment of United States naval officers and personnel to 
constitute a naval mission in Venezuela. Signed at Washington August 23, 1950. 
_ Agreement relating to grants to Venezuelan nationals to facilitate their training 
in the United States. Signed at Caracas May 23 and June 7, 1951. 


4 (b). What tariff arrangements? 


Tariff arrangements in effect between the United States and countries to receive aid, 
fiscal year 1952 


TITLE I EUROPE TITLE IIlI ASIA AND PACIFIC 


Austria 

Belgium-Luxemburg 
Denmark 

France 

Germany (Federal Republic) 
Greece 


r| Burma 
Tr | Ceylon 
y | India 
t| Indonesia 
r| Korea 
r| Pakistan 
Iceland ‘A | Philippines 
Italy TT 
Netherlands I 
Norway I 
Turkey 1 
United Kingdom I 


TITLE IV AMERICAN REPURLICS 


Brazil 
Chile 
Cuba 
TITLE II—NEAR EAST AND AFRIC Dominican Republic 
| E1 Salvador 
Greece Tt | Keuador 
Iran TA | Guatemala 
Liberia Tt | Haiti GAT 
Turkey - ‘ATT | Honduras vr 
Nicaragua GAT’ 
| Paraguay 1 
Peru GATT 
Uruguay 2 GAT 
| Venezuela_ TA 
1TA: A bilateral trade agreement concluded under authority of Trade Agreements Act of 1934, as 
amended, is in effect between the United States and this country. Each trade agreement contains schedules 
of mutually agreed reductions and bindings in tariff treatment on specified items and contains in addition 
general provisions providing most-favored-nation treatment in customs matters, safeguards against nullifi- 
cation of tariff concessions, general exceptions, etc. 

GATT: The United States is a partner with the country so designated to the General Agreement on 
Tariffs and Trade, an agreement among some 30 nations, entered into by the United States under the 
suthority of the Trade Agreements Act of 1934, as amended, in which each country grants tariff concessions 
to all the others, undertakes to accord them most-favored-nation treatment in customs matters and under- 
takes not to use non-tariff measures to restrict imports from the others except in specified circumstances. 

2 Country so designated is in process of accession to general agreement (GATT) but has not completed its 
accession, 


5. Does the policy of the government in this area encourage investment by its own 
nationals? What specific steps has it recentlu taken toward this end? 


TITLE I 


Most governments in the European area encourage investments by their own 
nationals. In a number of European countries, the sector reserved for public 
ownership is larger than in the United States. When restrictions on domestic 
investment have been imposed, these have been due to physical shortages of 
resources, such as in the UK, or to threatening inflation, as in Denmark and 
Norway. Political and economic instability in countries like Greece and Austria 
have impeded private investment to a considerable extent. But even govern- 
ments of these countries have been trving to increase the flow of risk capital into 
their industries by making provisions for tax exemption for reinvested profits, 
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granting extraordinary depreciation allowances, freeing certain investment goods 
of tariff duties, and providing suitable law interest rates for commercial loans. 
The only exception has been Yugoslavia, where a Marxist regime discourages 
private ownership, except in agriculture. 


TITLE II 


The Arab states do, generally speaking, encourage investment by nationals. 
The assumption of economic responsibility which followed the attainment of 
political independence, has brought home the need for private investment by 
nationals more forcefully than was anticipated. The diffculties are- 

(1) Savings are small, due largely to the low per capita income. The 
middle class is small; only the wealthy can save substantially. 

(2) Such savings as exist tend to go into forms of investment which do 
not directly increase productiv > capacity, i. e., real estate, expensive housing 
and trade, all of which yield quicker and higher returns than development 
type investment. Savings also traditionally go into rugs, gold, and jewelry. 

(3) There is considerable instability and fiscal irregularity in most of the 
governments. 

(4) There is no organized capital market, little knowledge of cost accounting 
and no medium or long-range private investment bank. 

(5) As in the case of the 28-year-old Turkish Republic at its founding, 
the emphesis in the Arab countries now is on government financing of invest- 
ment. In the last few years, these countries have greatly stepped up their 
budgetary expenses for economic and social development on both an absolute 
and percentage basis. The percentages for the most recent budgets available 
show Egypt 18 percent, Iraq 49 percent, Jordan 19 percent, Lebanon 33 
percent, Saudi Arabia 20 percent, and Syria 31 percent. 

By far the largest amount of private investment is in Egypt, the largest in 
population and wealthiest of ell the Arab countries. Its privately finenced 
textile and chemical industries have grown considerably since the war. Syria is 
probally next by way of accomplishment and petentislitv in this field. It now 
has 20 factories, virtually all of them completely private. Its new textile factories 
in Damascus have p.dopted a number of western industriel practices including 
cafeterias, medical care, vacations with pay, which ere apparently proving profit- 
able. Lebanon also has a growing variety of small industries which are privetely 
financed. Iraq is further down the line and Saudi Arebia and Yemen have 
virtually no private investment whats%ever. 

The Government of Israel has undertaken a vigorous program to encourage 
investment by its own nationals end netioneals of foreign states. The program 
included detailed legislation. Domestic cepitel formetion is being directed to 
the meximum extent feesible into agricultural and industrial projects designed to 
increese the country’s productivity. 

As 2, consequence of its concentration on controls to prevent inflation, the 
Government of Iran hes a very inelastic currency system. By legislation the 
ceiling established for the rig] issue is 7.8 billion rials. While this has greatly 
assisted in preventing inflation and made the Iranian currency one of the most 
stabie in the world, it has resulted in making money extremely tight. As a 
result, little capital is actually aveileble for privete investment. Furthermore, 
th: limited aveilable locel capitel| hes to compete with bazaar interest rates 
ra ‘ng from 20 to 35 percent per ennum because of this money shortage 

The market for capital is controlled by the Nationel Bank of Iran. Govern- 
ment bond issues are meade throuch this bank and other financial institutions 
constitute the major purchasers, The population ordinarily does not look upon 
bond purehsses as favorable outlets for investment. What is more, the very 
heavy budgetary expenditures for nationel expense and for economic development 
have limited the availability of bank funds for private investment. 

Specific steps recently teken to encourage investment include legislation 
authorizing @ 500-million-riel bond issue. 

The Iranian 7-year plan which provides for all oil revenues to be channeled to 
economic development projects is a significant step in the direction of self- 
assistance. 

Liberia, Libya, and Ethiopia.—Both the Liberian and Ethiopian Governments 
are encouraging the investment of local capital in productive industrial, mineral, 
and agricultural enterprises. Both have established development banks for the 
purpose of providing credit to private gnterprises for productive economic activi- 
ties, and are also following the customary policy of granting tax and other exemp- 
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tions for a period of years in order to help new enterprises become established on 
a profitable basis. Similar policies and credit mechanisms are being established 
in Libya which is now in process of achieving independence in accordance with a 
resolution of the UN. 

TITLE II 

The policy of the Philippine Government is definitely direeted toward the 
encouragement of investment by its own nationals. Specific steps which have 
been taken toward this end include: 

(a) The formation of the Reconstruction Finance Corporation in 1947; 

(6) The issuance of Executive Order No. 341 of October 9, 1950, which 
accords to ‘new and necessary”’ industries exemption for 4 years from pay- 
ment of all internal-revenue taxes. Paid-in capital invested in new manu- 
facturing concerns in 1950 totaled 48.5 million pesos, predominantly of 
Philippine origin. 

An indirect inducement to investment by Philippine nationals derives also 
from the exchange and import controls. 

In most fields, the Burmese Government encourages greater investment by its 
nationals by restricting stock ownership by non-Burmese, Every encouragement 
is given to Burmese business concerns and approximately 60 percent of import 
licenses are granted to these indigenous firms. 

The Thai Government definitely encourages investment by its own nationals. 
Since Thailand is basically an agricultural country, steps to promote investment 
have taken primarily in these fields: 

(a Coo pe atwe socvretics. The Government-sponsored cooperative move- 
ment Was started in 1916. By the end of 1948, there were 6,463 societies 
in existence with over 115,000 members, and 87 million baht had been 
invested in their development, 

(b) Credit societies —Credit societies make short- and long-term loans to 
their members at relatively modest interest rates—8 to 10 percent per 
annum. Members currently number well over 100,000. 

c) Land-hi ‘e-purch tse societies.— Toward the end of 1936, four cooperative 
societies were organized to help landless members to acquire farms end 
pay for them on the hire-purchase svstem, Sizable loans have been granted 
since then. 

(d) Other financial institutions.—There are numerous other Government- 
supported financial societies which encourage nationals to invest. The 
principal ones are colonization societies, land-improvement societies, consum- 
ers’ societies, Marketing societies, ete. 

The French Government had, until the recent establistiment of the Associated 
States of Vietnam, Laos, and Cambodia, been responsible for the governing of 
Indochina. French investment has been strongly encouraged, but specific steps 
have not been taken to encourage Vietnamese or other indigenous investment. 
Since the per capita national income is extremely low, there are virtuallv no say 
ings for productive investment. Stocks and bonds have almost no local market. 

Since the war, the new governments of the Associated States have had immense 
budgetary deficits which have been financed by French Governments subsidies 
and loans. This situation has not been conducive to local investment. 

The Indonesian Government is aware of the necessity of investment by its 
own nationals, and it has earmarked, under the Sumitro Urgeney Development 
Program for Indonesian Industry, altogether 126 million rupiahs (slightly more 
than $30 million at the official exchange rate) for credits to be granted to small 
indigenous industries. The plan provides that no one can receive more than 
twice the amount in credits he himself invests in the enterprise. 

As regards large-scale industry, the development plan is based on Government 
financing, although there is a vague statement that ‘‘Ways are still being sought 
to alleviate the Government budget by obtaining private participation or foreign 
aid.”” The ‘“urgeney plan’’ is still very largely a paper plan, and it is difficult 
to say how much of it will actually be carried out. 

The Chinese Nationalist Government has consistently encouraged investment 
in Formosa hv Chinese nationals. Certain factors, however, have operated to 
retard, rather than encourage, such investment. The first factor is the fear of 
expropriation due to military exigencies or, at least, the extremely heavy inci- 
dence of taxation A second factor bas been the existence of alternative avenues 
of investment, in the form of (a) gold and foreign exchange, which until recent 
months were sold to the publie by the Government, b) commodities which could 
be easily disposed of or hoarded as the market situation might warrant. The 
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sale of gold and foreign exchange to the public was stopped in December so that 
outlet for private investment no longer exists. These are, of course, the obvious 
deterrents arising from the constant security threat of Communist invasion and 
the strain placed on the island’s economy by its large military establishment. 

The Chinese Government recently established a working group to study the 
possibility of selling certain public enterprises to private individuals. By means 
of these sales to the public, it is hoped to channel private funds into production 
and at the same time to increase the flow of revenue into the Treasury to help 
finance budgetary deficits. 

The Government of India has been hampered in its policy to encourage in- 
vestment by its own nationals because of the rampant inflation and because 
about one-half of the national income is spent for food. However, steps have 
been taken to overcome this handicap. 

The Industrial Finance Corporation has been actively engaged in promoting 
industrial undertakings. For the year ending June 30, 1951, it approved 17 
loan applications for Rs. 2.39 crores (about $5,019,000). The rate of interest 
was 5'% percent. The Government has also taken an interest in the establish- 
ment of industrial finance corporations in the States. 

The Government plans to exempt foreign profits of residents of India on con- 
dition that they invest one-half the amount in Government bonds. Necessary 
legislation was promised in a Ministry of Finance press note of September 2, 1951. 
As early as June 1950, the Government had announced an income-tax concession 
in favor of Indians hiring and trading abroad who wanted to return to the country 
with their accumulated savings. Amovnts remitted within the first 2 vears of 
their residence in the country were to be tax-exempt. 

New industrial undertakings which began operations before March 31, 1951, 
were given income-tax exemption for a period of 5 years on profits up to 6 per- 
cent. The Government also decided to consider favorably those firms commenc- 
ing operations after March 31, 1951. 

The principal deterrent to investment in Pakistan is the lack of power and 
transportation facilities. The Government of Pakistan is well aware of ~this 
obstacle, and the Colombo plan (and the plans preceding it) include develop- 
ment of power and transportation facilities, primarily as stimulants for domestic 
and foreign investment. 

The investment problem as a whole has received considerable thought on the 
part of Pakistani officials. The report of a Public Investment Inquiries Com- 
mittee, published in July 1951, presented recommendations on measures to encour- 
age investment. Asa result some taxes have been reduced and other concessions 
to industries have been made. The Industrial Development Corporation and the 
Industrial Finance Corporation were established with the purpose of stimulating 
investment and providing additional banking facilities for investors. At this 
time, Industrial Facilities Promotion Committees are being established to investi- 
gate practical difficulties encountered by industrialists in various fields. 

Substantial tax concessions have been granted. A factory using power-driven 
machinery and employing more than 50 people is exempt for the first 5 years of 
its existence from income, super- and business-profits taxes up to 5 percent of 
their profits. In addition to normal depreciation allowances, new enterprises are 
allowed (1) in the first year, 15 percent depreciation on buildings erected; (2) an 
initial depreciation of 20 percent on machinery and plant-installed machinery not 
previously used in Pakistan; and (3) double the prescribed depreciation rate on 
machinery. 

The Government also will consider preferential tariffs for new industries. 

In an effort to encourage investment in areas most beneficial to the Pakistan 
economy, the Industrial Development Corporation is prepared to advise prospec- 
tive investors as to the most remunerative fields which are at the same time the 
most desired by the Government. The corporation does not contro] investment; 
it merely offers guidance. 

The policy of the Ceylon Government is to increase domestic investments but 
the opportunities for industrial-types of investment are limited. The plantation 
interests do in some instances issue share capital, but these shares are for the 
most part closely held. 

The Government of Afghanistan does not pursue an aggressive policy in the 
encouragement of private domestic investment. There is no official program as 
such. The chief savings are to be found in connection with the leading figures 
in the royal family and the Government, and these are sources for some invest- 
ment in the country. 
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TITLE IV 





The availability of resources and of labor are such as to encourage economic 
development in Latin America. In addition, the attitude of the Governments 
toward investment by their own nationals is generally, and on an increasing scale, 
favorable to investment. They have encouraged investment in industry by such 
measures as tax concessions, by developing industrial enterprises which are later 
sold to private interests and by other means such as tariff policy and special ex- 
change advantages. They have established capital mechanisms such as develop- 
ment corporations or development banks for the purpose of mobilizing domestic 
and foreign financial resources to finanee economic development. All of these 
measures of self-help are being used with increasing frequency as the interest 
of local governments in economic development grows. 


6. Does the policy of the Government in this area encourage investment by the nationals 
of other countries? What are the present handicaps and/or inducements to 
investment in this area by the nationals of other countries? What has been the 
experience in the past of foreign investors in this area? 

The general obstacles to foreign investment have been discussed at some length 
in the following letter of May 16, 1951, from Assistant Secretary Jack K. McFall 
to the chairman of the Committee on Foreign Affairs of the House of Represent- 
atives: 

‘My Dear Mr. Ricuarps: In my letter to Mr. Kee of April 26, 1951, I said 
that we hoped to be able to supply the Committee on Foreign Affairs shortly with 
the information requested in his letter of April 23. He inquired regarding the 
encouragement at present given to and the obstacles now placed in the way of 
investments by United States citizens and corporations in the various countries 
include din the Mutual Security Assistance Program. 

“In view of the broad list of countries included in the program, obstacles to new 
foreign investments in these countries by United States citizens and corporations 
are largely those which apply to foreign investments throughout the world gen- 
erally. They are also in some instances due to particular local conditions. The 
obstacles at the present time appear to be essentially as follows: 

(a) Threats of war.—The present state of international tension and the fears 
of a possible impending war discourage investors from placing their funds abroad. 
This deterrent applies to the making of investments in all foreign countries, al- 
though it is less a factor in such countries as those of Latin America where pros- 
pects of actual fighting appear more remote than in the countries of Europe and 
the Middle East. In spite of the threatening international situation, American 
capital has gone into the Middle East for oil development in view of the especially 
attractive opportunities there and the possibilities for reasonably short 
amortization of the investment. 

(b) Fears of expropriation.—Investors are fearful that if they build up a sue- 
cessful enterprise abroad the government there may expropriate it and not pay 
adequate compensation, or that they may be subject to competition from favored 
government-owned enterprises. In countries included in the program United 
States investors have, in general, had little ae as a result of expropriation, or 
from government-owned enterprises (in the few cases of expropriation American 
claims have not been largely settled), but axpetie neces in other countries, princi- 
pally those behind the iron curtain, have caused investors to be hesitant—perhaps 
more so than the risks warrant. 

“Antiforeign and Communist agitation, where these exist, are not conducive 
to foreign investment. An investor is naturally reluctant to place his funds in 
acountry where outbursts against ‘American imperialism’ are frequent. and wher 
these attacks may, he fears, lead to expropriation or unfriendly measures by the 
government. Particularly in the underdeve loped countries, where conditions of 
poverty are the most severe, are such attacks by extremists considered a threat 
by investors. 


term 


‘(c) Covernment regulations impeding foreign investment.—In the case of most 
countries, new enterprises, whether owned by local nationals or foreigners, must 
be licensed in order to do business. Foreign investors are sometimes fearful ths 
certain local laws and regulations to which they are subject may handicap their 
operations. They fear requirements for such things as loeal participation in 
management, or the employment of local personnel beyond the point of economical 
or efficient operations. In the countries in question the requirements for entry 
and subsequent operations do not in most cases appear to be a serious burden 
on American enterprises. For example, the British Companies Act of 1939 con- 
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tains no provisions designed to discriminate between British nationals and for- 
eigners in the formation and operation of British companies. In the United 
Kingdom, however, it is necessary, in bringing in foreign technical personnel, to 
establish that competent British subjects with the necessary avalifications are 
not available. When permission for such personnel to enter the United Kingdom 
is granted, it is usually stipulated that the employees may remain only so long 
as it may be necessary for them to train local employees. The Department bas 
received few indications that this provision bas constituted a handicap to 
operations. 

“On the Continent the situation is somewhat less favorable than in the United 
Kingdom. The Belgian Government, for example. reserves the right to probibit 
foreign branch factories if their establishment is disapproved by Belgian trade 
associations or if the Government deems them inexpedient to the country’s 
economy. This right bas on occasion been exercised. In Belgium, foreign labor 
must complv with certain formalities of entry and make a payment of 500 
frances. In France a permit to do business, required from both nationals and 
foreigners, may take some time to obtain—perbaps a year. If the field is con- 
sidered overcrowded, the permit may be denied. In the case of most of the coun- 
tries, the pvrpose of a license is generally to permit the government to direct 
production into desired lines, although prevention of competition with established 
indystry appears at times to be a factor. The Netherlands Government, like a 
number of others, is especially concerned with the effect of the new industry on 
the balance of pavments. In most of the countries, foreign workers must obtain 
a permit in order to be employed 

“Tn the underdeveloped countries. where nationalism is strong, there is sometimes 
a desire to exclude foreign capital from certain fields, especially those considered 
suitable for loeal enterprise or for government. The fear of domination bv large 
foreign enternrises is also a factorin the desire to screen new investments. Foreign 
canital is Cesired and actively sought, but only on a selective basis. This an- 
proach to foreign investment is pronounced in countries which have recently 
obtained independence. In Latin America most of the countries desire United 
States canital on a broad basis, and, outside of a few limited fields, particularly 
those having to do with natural resources, do not attempt to restrict the type of 
onerations permitted to foreigners. 

“The various countries have different types of requirements applicable to the 
initiation and conduct of enterprises and to the employment of foreigners, but 
in most instances, American enterprises do not encounter serious difficulties in 
entering a country or in carrying on operations. While entry may on occasion 
be denied, once an American enterprise is established it generally enjoys national 
treatrrent, and thus receives the same treatment accorded local nationals and 
enternrises. 

““(d) Exchange restrictions which impede the transfer of funds.—The scarcity of 
dollars held by most of the countries under consideration has prevented these 
co ntries from permitting the free transfer of funds from the local curreney into 
United States dollars. Investors, therefore, do not enjov complete freedom to 
convert their earnings into dollars or to transfer their capital back to the United 
States, In most of the countries, licenses are issued rather liberally for the 
transfer of earnines, but the transfer of principal is more difficult. The restric- 
tions on the nurebhase of dollar exchanse, present and potential, constitute an 
important barrier to new investment. This condition exists in varying degrees 
in most of the countries in question. 

“(e) Attractive investment opportunities at home.—A further factor which mili- 
tates avainst foreign investment is the abundance of opportunities for profitable 
investment within the United States. Returns on domestic investments have, 
sinee the war. been relatively high and investors do not need to look abroad in 
order to obtain attractive returns on their investments. 

“Tn regard to the encouregement that is being given by the United States and 
foreign countries to United States private foreign investment, all of the countries 
under review welcome United States foreign investment and in most cases activelv 
seek it. although in some instances, as already noted, when the field is considered 
adeauately covered or when American industries would comnete with established 
loeal industries the government had not permitted the entrv of the American 
industrv. In an effort to attract American investments, several of the countries 
have undertaken special measures. Officials from these countries have at various 
times discussed with the State Department possible means of increasing the 
flow of investment capital into their country. These discussions have usually 
involved consideration of measures to assure potential investors that they mav 
evpect friendly and nondiscriminatory treatment, and that the foreign govern- 
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ment will do what it can to facilitate the transfer of earnings and the conduct of 
their operations generally. 

“The less-developed countries of the group have been particularly interested 
in attracting American capital. In some of these countries the lack of basic 
facilities, such as roads, public utilities, and sanita'ion, consitutes a serious 
handicap to new investment. The governments recog ize that these facilities, 
which must be provided by the government, are essential to the receipt of much 
new investment and are seeking loans from the International Bank and the Export- 
Import Bank to finance these public facilities. 

“Specific measures to increase private foreign investments have involved the 
negotiation of treaties of friendship, commerce, and navigation. The provisions 
of these treaties have been revised since the war with a view to strengthening 
those provisions relating to the rights of investors and the protection of their 
investments. These treaties have been discussed with business groups in the 
United States and as a result a number of suggestions from them have been in- 
corporated. The investment provisions of these treaties have, in general, the 
support of the business world. 

‘Treaty negotiations or preliminary discussions are currently under way with 
a number of the countries in question. A postwar treaty has been completed 
with Italy and is now in force. A treaty with Uruguay was signed in November 
1949, and is now awaiting legislative approval by Uruguay. A treaty with 
Colombia was signed in April of this year. Negotiations with other countries 
are well advanced, ‘and it is boped that additional treaties will soon be ready for 
signature. It is to be noted that in view of the difficulties of adapting treaty 
provisions to the laws and practices of the negotiating countries, negotiations are 
inevitably complicated and slow even with the best of good will and desire for 
speed on both sides. 

“As an illustration of the desire of countries to encourage investment by means 
of treaties: Italy recently approached this country with a proposal to amend 
the newly adopted treaty with the United States in order to incorporate a pro- 
vision regarding the transfer of earnings which was developed since the treaty 
was negotiated and which appears in the recent treaty signed by Uruguay end 
the United States. Plans to this end are now under way. Double tax treaties, 
designed to facilttate private investment, have been negotiated with a number 
of countries since the war. Treaties of this tvpe are now in force between the 
United States and Canada, Denmark, France, the Netherlands, Sweden, and the 
United Kingdom. Treaties have been signed and are now pending before the 
Senate with Belgium, Canada (a supplementary treaty), Greece, Ireland, New 
Zealand, Norway, and the Union of South Africa. Technical discussions have 
been instituted with other countries looking toward the negotiation of such 
treaties. 

“The obstacle to investments resulting from the inability of inves’ ors to with- 
draw freely their earnings and such portions of their principal as the y may wish 
has received special attention by the United States and other governments. The 
Economie Cooperation Administration has developed a plan whereby it will, 
for a fee, guarantee investors against the risk of expropriation and inability to 
transfer funds. An expanded program for guaranties to investors by the Export- 
Import Bank was submitted to the Eighty-first Congress, first session. 

“The United States and other governments are seeking to relieve the shortage 
of dollars by removing the basic causes of unbalanced trade and payments. This 
country is vigorously seeking 2 liberalization of trode and exchange, and through 
the International Monetary Fund and bv other means is urging that countries 
adopt realistic exchange rates and take other messures conducive to a balance in 
international accounts which will make possible the elimination of exchange 
restrictions. 

“The above information provides a general survey of the obstacles to private 
foreign investment and of meesures which are being taken to encourage such 
investment. It does not include a country-bv-country itemization of specific 
obstacles. Considerable detailed information of this nature was compiled by the 
National Advisory Council on International Monetary and Financial Problems 
and submitted to the Senate Committee on Finance in December 1947. It has 
been printed for the use of thet committee in a document entitled ‘Foreign Assets 
and Liabilities of the United States and Its Balance of International Transactions,’ 
a copy of which is attached. See ch. IIT B. 

“If the State Department can be of further assistance to the Committee on 
Foreion Affairs please let me know. 

“Sincerely vours, 
ne “Jack K. McFaut, 
“ Assistant Sec retary 
For the Secretary of State).”’ 
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TITLE I 


Encouragement of investment by nationals of other countries has played a 
major role in the postwar era, especially in industries which require foreign capital 
and technical aid. The terms on which such investments and profits derived 
from them can be transferred out of the respective country vary in their degree 
of liberality. Belgium, for instance, generally allows completely free repatria- 
tion of profits and capital, especially in the case of countries from which invest- 
ment funds are expected; namely, the United States and Switzerland. The 
Belgian Government also has concluded agreements with several European 
countries to avoid or mitigate the burden of international double taxation. 
Somewhat less liberal are the provisions of a law passed by the Turkish Parlia- 
ment on August 1, 1951, to stimulate the investment of foreign private capital in 
Turkey. The main provisions of the new law are (1) unrestricted transfer of 
earnings up to 10 percent per vear; (2) capital repatriation privileges; (3) national 
interest treatment; and (4) retention of previous Ministry of Finance loan- 
guaranty possibilities. There exist indeed handicaps to foreign investment, par- 
ticularly in a country like Austria, where the occupation of the country by four 
powers, the fear of war or of unilateral Soviet action, the indeterminate status of 
German assets pending the conclusion of a peace treaty, and the fear of devalua- 
tion has made the placement of foreign capital rather unattractive. But Austria 
is an extreme case, and on the whole relatively low levels of private foreign in- 
vestment may be explainable more in terms of a persistent general wariness of 
foreign investors toward European ventures than any particular discouraging 
action by the country concerned. Past experience of private investors in this 
area has been generally satisfactory. 


TITLE II 


Israel has taken definite steps to encourage the investment of foreign risk 
capital. Israel recently signed a treaty of friendship, commerce, and naviga- 
tion with the United States, the first country in the Near East to do so. This 
treaty should prove a definite stimulant to the investment in Israel of United 
States capital, particularly since it includes provisions safeguarding such invest- 
ments. 

Approximately 80 percent of the private United States capital invested in the 
Arab countries is in petroleum operations. The balance cannot be said to have 
been invested as a result of encouragement from the countries concerned. There 
is, in fact, nationalistic legislation in some of the Arab countries which definitely 
discourages private foreign investment. Egypt's postwar company law, for ex- 
ample, requires that 51 percent of all shareholders in firms operating in Egypt be 
Egyptian nationals and that a high percentage of salaries and employees be 
Egyptian. Egyptian law also requires that certain commercial correspondence 
be written in the Arabic language. Moreover, it is frequently reported that 
Moslems receive favored treatment, even though this is nowhere stated in the 
legislation. 

Exchange controls are another barrier to investment. The transfer of profits 
and repatriation of capital, generally speaking, is a matter for the foreign firms 
to work out on an individual basis with the constantly changing governments. 
Furthermore, such guaranties in this sector as are provided by legislation are 
subject to the interpretation of frequently changed officials. 

A major obstacle is the political instability of the area. 

Lebanon is perhaps an exception to most of what has been said above, In any 
ease, its legislation and actual practices with respect to the investment of capital 
are more liberal than those of any other Arab country. In Syria the obstacles 
are primarily political. It might well be that if the country’s political attitude 
toward the United States were to change there would be a considerable oppor- 
tunity given to American and other foreign firms for investment. It is of some 
relevance that the IBRD, following several months of on-the-spot studies, con- 
cluded that Syria is bankable for a considerable sum. 

The Government of Iran permits the exportation of capital earnings. In 
practice, however, as is the case in most Near Eastern countries, foreign capital 
has plaved an insignificant role in the Iranian capital market, except for invest- 
ment in the petroleum industry. Even prior to the nationalization of the oil 
industry the general investment climate in Iran was not conducive to foreign 
investment. It may be presumed that the nationalization of oil will discourage 
foreign capital investment for some years to come. Foreign investors have in 
general been uneasy because of the vagaries of changing governments in this 
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relatively unstable country. The encouragement of foreign investment is a long- 
term process in Iran as well as in most other Middle East countries. 

The Liberian and Ethiopian Governments are following positive policies of 
encouraging foreign capital investment, particularly by United States nationals. 
Both are granting exemptions from taxes, import and other levies for an initial 
period of operation to foreign private investments and enterprises entering the 
country. In addition, their requests for point 4 technical assistance include 
projects aimed directly at improving government services and other aspects 
of the local environment which are of importance to foreign investors. The pro- 
visional government in Libya is manifesting the intention to follow the same pat- 
tern. In Liberia, the only one of these countries accessible to United States 
private capital and business interests for any length of time, the experience of 
American business interests has been very satisfactory. With respect to Libva 
and Ethiopia, both of these countries were under Italian occupation and practi- 
cally closed to other foreign, including United States, nationals for a number of 
vears. They have been free of Italian occupation for only a few years, but there 
is every indication that both are sincerely interested in the participation of foreign 
capital and business enterprise in their economic development, and will provide 
inducements in the way of equitable mining and other concessions, tax and other 
exemptions for an initial period of operation, similar to those extended to domestic 
investors. 

TITLE II 


The Bell Act of 1946 put American citizens on an equal footing with euiingine 
nationals insofar as the development and utilization of natural resources is 
concerned. Similarly the Petroleum Act of 1949 encourages th> exploitation, 
development, and utilization of the petroleum resources of the Philippines. In 
this connection Caltex Co. is presently undertaking a major petroleum develop- 
ment operation im the islands. 

On the other hand, there exist various handicaps to foreign investment. For 
example (a) the exchange tax (17 precent); (b) exchange control regulations; (c) 
internal insecurity, e. g., the Hukbalahap, Communist-led movement. 

It is generally conceded that experience in the past has been profitable for 
foreign investors in the Philippines. 

The Thai Government has been sympathetic to foreign investment for several 
decades. There has been some recent tendency toward nationalization of certain 
economic enterprises. This policy appears to include the intention of nationalize, 
or to seek domestic investment in tin and teak production on termination of leases 
now held by British and Australian firms. Despite this tendency, the Thai 
Government seeks more loans from the IBRD, and not be averse to certain kinds 
of direct American investment in Thailand, particularly to increase minerals and 
timber production. There is no apprehension of American investment on political 
grounds. 

In recent directives concerning foreign investment, the Indonesian Government 
1as drawn a distinction between already existing and newly to-be-established 
enterprises. New conditions for existing foreign investment in alreadyv-established 
enterprises, the directives say, will not be imposed. 

Regarding investment by non-Indonesians in new enterprises. the directives 
require that certain conditions be fulfilled concerning the participation of Indo- 
nesian capital and inclusion of Indonesians in the management. ‘The directives 
make it clear that the Indonesian Government will control enterprises of key 
importance in the economic structure of Indonesia, such as basic chemical and 
steel industries, utilities, and transportation enterprises, with private participa- 
tion in such projects being limited to Indonesians. 

Conditions are somewhat less stringent for so-called nonessential enterpri:es, 
listed as factories for the production of tires, margarine, radios, telephone equip- 
ment, light bulbs, aircraft, automobiles, and fertilizer. Indonesians must par- 
ticipate in such new enterprises for at least half of the capital, own more than half 
of the preference stocks, and occupy more than half of the directors’ positions. 
Foreign capital may participate for the remainder. In other nonessential enter- 
prises, private foreign investment is not limited, and less stringent conditions are 
imposed. 

In Burma foreign nations are excluded from majority interest in new develop- 
ments in the minerals field, but may apply for permission to establish other types 
of enterprise. Virtually no new foreign mone yv has been invested in Burma since 
World War II, chiefly because of security conditions. Certain foreign-owned 
enterprises, particularly in the fields of utilities and transportation, have been 


90498—51——_12 





176 MUTUAL SECURITY APPROPRIATIONS FOR 1952 


nationalized and in other cases (oil and lead-zinc) the Government has gone into 
partnership with British firms. Compensation has been paid or promised in all 
cases. 

French business interests dominate the Indochinese economy and have had a 
virtual monopolv on investment funds as well as on enterprises suitable for invest- 
ment. Foreign investment other than French has been almost nonexistent. Con- 
siderable French funds were invested before the war. The civil war in Indochina 
has discouraged further investment in the area. The French Government, how- 
ever, has taken many steps to encourage French investors to continue their opera- 
tions in Indochina, most notably by underwriting budget deficits, providing loans 
and reconstruction grants to individual enterprises, and permitting remittance of 
profits and dividends out of the country. These actions have succeeded in insuring 
the continued operation of existing firms, but little new private investment has 
taken place. 

The Emperor Bao Dai, in his New Year’s address, stated that the new Viet- 
namese Government would make an effort to encourage foreign investments in 
the country in the future. 

The Chinese Nationalist Government has welcomed investment in Formosa by 
foreign nationals and has sought to encourage such investment. However, the 
uncertain military situation in the Far Fast is a major deterrent to Formosan in- 
vestment. Up to the present time, therefore, there has been almost no long-range 
investment in Fomosa by foreign nationals. Investments made have been confined 
to relatively mobile or limited assets such as the Civil Air Transport Service or to 
importing and exporting firms. The experience of these firms has been satisfactory 
insofar as treatment accorded them by the local authorities is concerned. How- 
ever, shortages of foreign exchange have limited imports, and with sugar and rice 
exports under Government monopoly limited export opportunities exist for private 
foreign traders. 

The Government of India offers considerable inducements to prospective private 
foreign investors. Since the establishment of Indian independence a total of $49 
million (in dollar equivalents) has been invested privately in 88 industrial projects. 
Of this total, $22 million consisted of foreign capital for projects including the 
manufacture of automobiles, textile machinery, chemicals, drugs, ete. There has 
been no expropriation of foreign investors. Investments have been withdrawn for 
business reasons but apparently not because of any Government discrimination or 
interference with legitimate activities. 

Prime Minister Nehru stated in 1949 that the Government had no intention of 
placing any restriction or imposing any conditions on fereign capital interests 
which are not applicable to similar Indian enterprises. There is no limit on the 
current remittance of profits and dividends of foreien investors; future transfers 
may be expected to depend on the country’s over-ell foreign exchange position. 
New capital investments mede after January 1, 1950, may be repatriated at any 
time to the extent of the ericinel investment. This vear many taxes applying 
to businesses generally and to imports of capital equipment and industrial raw 
meterials were considerably relexed. 

The chief hindrance to fereign investment appears to lie in the fear that a 
proposed industries control bill will be enacted by the Indian Lerislature. This 
bill, however, friled of passace in 1949 and 1950. At the present time there is no 
regulation requiring the Government or India.n nationals to own @ majority of a 
firm’s stock. The industries control bill provides for exclusive Government 
monopoly over the manufacture of arms and ammunition, the production and 
control of atomic enerzy, the ownership of railway transport. It also provides 
that the Government will establish ownership and eontrol of new investments in 
the following industries at its diseretion: (1) Coal; (2) iron and steel; (3) aircraft 
menufecture; (4) ship building; (5) manufacture of telephone, telecraph, and 
wireless ppperetus, excluding radio receiving sets: end (6) mineral cil. Another 
group of industries is listed in the bill as susceptible to Government regulation 
and contrel. 

The provisions of the pending bill, however, should be considered in the light 
of the Government’s announcement in 1948 that ell existing undertakings in the 
industrial field would not be disturbed fer a period of 10 veers when the question 
of netienslizetion would be reviewed. More recently, the Government reeognized 
in its 5-vear plen thet its resources would be strained in meeting the develop- 
mente] requirements for agriculture, irrication, end power, eottace industries, and 
soci*.l services, and that large-scale industriel development would therefore be left 
to rrivate enterprise. 

Sine? its inception in 1947, Pakistan has been interested in encouraging domestic 
and foreign investment. In general, foreign investors enjoy the same privileges 
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as nationals of Pakistan, In addition, arrangements have been made with the 
UK to provide tax relief for British investors in Pakistan. At the present time, 
United States and Pakistani officials are working out details to prevent taxation 
of investors in both countries. The Government foreign exchange contro] has 
not interfered with the transfer of profits of American investors. 

A deterrent to increased foreign investment exists in the Government require- 
ment that Pakistani nationals must own 51 percent of the capital of companies 
in certain industries as cement, coal, cotton, and heavy chemicals. However, 
if local capital is not available to the extent of 51 percent, foreign capital may be 
invested up to 100 percent. 

The Government of Ceylon does invite foreign capital but tends to place restric- 
tions on freedom of investment by certain screening activities. The British al- 
ready are heavily involved in the tea and rubber. Further opportunities in the 
essentially agricultural economy of Ceylon are limited. Ceylon has recently 
requested the International Bank to make a general survey of the possibilities 
for economic expansion. 

Afghanistan has not pursued any overt program of encouraging foreign invest- 
ment in the country. Before the war, some small German and Czechoslovak 
investments existed. There is no real history of experience of foreign investments 
in Afghanistan. 

TITLE IV 


With few exceptions the policy of the Latin-American governments also tends 
to encourage the investment in Latin America by the nationals of other countries. 
United States investments in Latin America at the present time, for example, are 
approximately $5 billion. The same conditions and incentives mentioned in 
answer to question 5 also have a favorable influence on investment capital from 
abroad. In addition, the Latin-American governments have generally shown a 
disposition, with improvement of their exchange positions, to relax exchange 
controls in such a way as to facilitate the remittance of earnings and royalties and 
amortization of investment to foreign investors. The principal problems en- 
countered in making foreign investments in Latin America grow out of the shortage 
of domestic capital and consequent restrictions imposed in order to protect the 
foreign exchange position of the country. Other handicaps faced by prospective 
investors have been the relative shortage of skilled labor and professional per- 
sonnel, transportation facilities, power, and housing, and of the normal comforts 
expected by employees. In addition, competition with locally established firms 
places restrictions on the employment of foreign personnel and the fear of national- 
ization have tended to limit foreign investment in some of the Latin-American 
countries. The experience of American direct investments in the Latin-Ameri- 
can area has been good, with rare exceptions, and since the end of World War II, 
large amounts of new capital have been placed in the area, most of this by large 
firms which are well-informed on conditions. 


ry 


7. What are the leading American business interests in this area? What has been 
their experience in the past? How have these interests been affected by aid we 
have granted? 

TITLE I 


There is hardly a major American business activity which is not represented 
in the European area and in its dependencies both in production, mining, and 
distribution, either directly or through wholly or partially owned subsidiaries or 
through investment in locally owned enterprises. The eid we have extended to 
Europe has assisted American business interests in British areas by contributing 
to the postwar reconstruction of the Continent and assisting the purchase of 
needed supplies and equipment to maintain increased levels of economic activity, 
through guaranties to American businesses desiring to make investments in Europe 
and through overseas development aid which will benefit the United States, 
American interests abroad, and the Europe area by assisting the development of 
overseas territories and the production of strategic materials. 


TITLE I 


It is estimated that petroleum comprises about 80 percent of United States 
investment in the Near East. The balance consists principally of aviation 
(PANAM and TWA), shipping (American Export and American President 
Lines), insurance and miscellaneous fields (such as Coea-Cola in Lebanon and 
Egypt, Kaiser-Frazer and Generel Shoe in Israel). Meny American manufac- 
turers such as General Motors, Ford, Singer Sewing Mechine, etc., are represented 
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directly by distribution branches in Near East countries, and there is asignificant 
volume of foreign trade with the United States throughout the area. In 1948 
combined exports and imports amounted to $339 million and the value has 
increased markedly in the last 2 years. 

United States investments in oil installations approximate $500,000,000, and 
the gross value of the product today amounts to over $1,000,000,000 annually. 
The above interest is represented in 100-percent ownership in the Arabian Oil 
Co., 50 percent of Kuwait Oil Co., and 25 percent of Iraqi Petroluem Co. In view 
of the volume of this investment, economic welfare of the area is of primary interest 
to the United States. The oil companies have not only provided national budgets 
with foreign exchange essential to over-all economic development of the area, 
but also have carried on their own Marshall plans and point 4 assistance, i. e., 
providing work, food, pioneering housing, education, hospitalization, sanitation, 
transportation, communications, hydrology, and agricultural projects in the area. 

While lend-lease was made available to Saudi Arabia during the war and was 
extremely important in maintaining United States interests in that country, 
point 4 and other direct American aid in the Near East have been of limited 
scope to date. However, American firms inthe Near East weleome any measures 
directed to sound improvement of the local economy, its purchasing power, and 
the productivity of both people and resources. 

The only American business interests in Iran are the American Eastern Corp., 
Singer Sewing Machine Co., Kerman Carpet Co., and the Universal Enterprises, 
Ltd. The actual size of these business interests is negligible and all four firms 
emplov a total of only 450 people and have a capital investment of less than 
$1 million 

These firms for the most part represent old established businesses (Singer 
Sewing Machine Co., for example, has been in Iran for 40 years) and have been 
able to adapt themselves to eastern methods. Our records indicate that they 
have not had, at least in normal times, any particular difficulties. 

United States aid to Iran has been limited to date to military assistance, point 4, 
and educational assistance. United States interests have therefore not been 
directly affected by this Government’s aid. 

Leading American business interests in Liberia, Ethiopia, and Libya are as 
follows: Liberia—a large American tire and rubber company engaged in the 
production of natural crude rubber on a large scale and other activities, several 
large oil companies, several ocean-shipping companies, a large steel company 
engaged in mining and shipping iron ore to the United States, and another large 
American corporation has just completed negotiations to establish both a banking 
and an insurance company. As previously pointed cut, both Libya and Ethiopia 
were inaccessible to American investment and business interests until the last 
few years. In Ethiopia, however, a large American airline has been operating 
satisfactorily the locally owned airline for several vears on a contract basis. 

United States technical assistance has been made available to Liberia since 
1946. This aid has brought about widespread improvements in the wav of better 
and new roads and other transportation facilities, health and sanitation conditions, 
education including vocational training, agricultural productivity, higher stand- 
ards of living, all of which have resulted in a better environment in Liberia for 
American business activities. It is reasonable to expect that the increased tech- 
nical assistance currently being made available in Liberia will accelerate improve- 
ment of these basic factors which figure importantly in the consideration of 
prospective American investors. United States technical assistance is only now 
being made available to Libva and Ethiopia. As in the case of Liberia, both in 
Libya and Ethiopia, the governments are requesting technical assistance in those 
activities or economic fields which will produce or provide a more attractive 
environment for American as well as other foreign investment and business 
interests. 

TITLE IIt 


The leading American business interests in this area are: 


National City Bank General Motors Co. 

Chase National Bank J. Walter Thompson Co. 
Bank of America Trans-World Airlines 

Du Pont de Nemours & Co. Standard Vacuum Oil Co. 
Ingersoll Rand, Ltd. Caltex Co. 

International General Eleetric Co., Ltd. International Harvester Co. 
Singer Sewing Machine Co. Abbott Laboratories 

Ford Motor Co., Ltd. Natural Carbon Co. 
Firestone Tire & Rubber Co. ? 
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American business in the Asian area has, in the postwar period, been harassed 
by a variety of factors both political and economic. The civil and military strife 
attendant to the birth of the new Asian nations, combined with their ardent nation- 
alism and their suspicion of foreign business, have not produced a climate favorable 
at the moment to the growth of United States business. With a variety 
of exchange restrictions and internal financial instability prevailing in many of 
these new countries, United States capital has been particularly unwilling to 
venture into the area at a time when favorable investment returns could be 
obtained with less hazard at home. 

As these new countries are helped by United States aid to build their public 
services, as economic stability and national security are established with our 
assistance, and as they come to realize that the United States is genuinely 
interested in helping to strengthen and diversify their economies, it may be hoped 
that they will be more receptive to American investment. In the Philippines 
this is, of course, already true. By and large the other Asian countries recognize 
their need for American private capital but while striving to do so have yet to 
bridge the gap between this recognition of need and the provision of adequate 
inducements to invest. 

TITLE IV 


Some of the principal interests accounting for the $5 billion of United States 
investment in Latin America are minerals, in which petroleum, copper, lead, zinc, 
manganese, iron, and other strategic materials are of particular importance; power 
and telecommunications; manufacturing; agriculture, including bananas, cotton, 
sugar, and meat packing; and transportation, especially by air and water. As 
indicated in the answer to question 6, these interests have encountered certain 
difficulties in connection with investments in Latin America but these have not 
been sufficiently serious to deter companies from putting their funds into Latin- 
American enterprises on a very large sacle. Such interests have been favorably 
affected by past technical assistance programs of the United States in that such 
programs have helped to improve general economic conditions, have demon- 
strated the United States desire to cooperate with these countries, thus helping 
to create a friendly relationship in which business might be conducted and have 
afforded vocational education opportunities which increase the availability of 
trained workers for employment. 


Chairman McKe.uar. At the request of Senator Knowland, Mr. 
Bissell has supplied certain information which will be placed in the 
record at this point. 

(The information referred to is as follows:) 


Economic Cooperation Administration employment—Overseas missions as of 
Aug. 31, 1951 


(See p. 81) 


Europe: OSR 186 
Austria_ - 45 : 
Belgium ; 25 Total Europe 1,051 
Denmark 26 
France nbs 90| Asia and Pacific: 

Germany eae 44 | Burma 30 
Greece ‘s 44 Formosa 30 
Ieeland___ _ 4 Indochina 33 
Ireland____- ers 4 Indonesia 25 
Italy i ; 79 Philippines 31 
Netherlands ‘ . 30 Thailand_ 27 
Norway_. 16 India _ _ 3 
Portugal - - - _- ' 16 Tokyo- 7 
Sweden ; 10 - -—— 
Switzerland ‘i 3 Total, Asia and Pacific 186 
Trieste_.- 5 : 
Turkey - -- : 3: Grand total s 1, 237 
United Kingdom , 79 

Yugoslavia. __ 1] 


Tetet 6. Missin eemscck 565 
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EXAMINATION OF THE ABILITY OF THE ECA-ArpEp CountTRIEs or SOUTHEAST 
Asta To Pay For THE PROGRAMS THEMSELVES 


(See p. 99) 


The ECA aid programs in the six countries of Southeast Asia (Republic of China 
on Formosa, Philippines, Associated States of Indochina, Burma, Indonesia, and 
Thailand) consist in varying proportions of the following: (1) Projects, mainly in 
the three fields of agriculture (and forestry and fisheries), public health, and trans- 
portation (roads, railways, ports, river transport) but also in electric power, 
handicraft, small manufacturing, mining, general engineering advisory work, 
education, public administration, and (in Indochina) emergency war relief. (2) 
Commodities supplied for sale (mostly producer goods such as fertilizer and 
industrial raw materials but also certain consumer items such as foods) which 
ECA imports in order to maintain essential supplies in the recipient country, to 
obtain from the sales proceeds the local currency counterpart needed to finance 
the local costs of the projects, and to hold the lid down on inflation. (3) Items in 
support of military assistance programs, where applicable, including (a) common- 
use items (such as petroleum products, food for troops, uniform cloth, certain 
construction materials for barracks and airfields), (b) additional salable com- 
modities to help cushion the local inflationary impact of the military assistance 
effort, and (c) additional emphasis to certain projects such as improvement of 
roads, bridges, and harbors which are of vital importance to the military. 

The amounts requested for these country programs for fiscal year 1952 are as 
follows (in millions of dollars): China, 81; Philippines, 32; Indochina, 24.7; Burma, 
14; Ind nesia, 8; Thailand, 7. A breakdown of the Burma, Indonesia, and 
Thvland programs is set forth in an attachment—these being the programs to 
which the question of ability to pay most directly applies. 

Whether these countries could pay for the goods and services in these programs 
out of their own resources is a question that evidently relates mainly to the 
“projects” element in the said programs, rather than to the salable commodity 
and military assistance support elements. Salable commodities are being pro- 
vided at United States expense only where and to the extent clearly necessary 
to prevent an explosive inflation (i. e., on Formosa) or to enable the local costs 
of projects to be met. The military assistance support elements are integrally 
connected with the military assistance programs themselves, and the considera- 
tions that make it necessary for the United States to pay for the one apply with 
equal force in the case of the other. 

The basic unit in a typical ECA program in Southeast Asia is the project, 
whether in public health, in agriculture, in cottage industry, or in any other 
field. At the heert of the project is technical assistance: the salary of the ex- 
pert sent to the country is the first element of cost. On the other hand, ECA- 
financed pro‘ects do not consist solely of technical assistance. It has been shown 
by experience that experts offering advice to an overworked and undermanned 
government, or to tradition-bound and not unsuspicious farmers in the back 
country of an underdeveloped area, are incapable of enlisting a degree of interest 
and achieving a forward momentum commensurate with the needs of the situa- 
tion. The projects in an ECA-financed program in Southeast Asia therefore 
include, along with technical assistance, the supplies and equipment—in some 
cases, small pilot plants—required to make the technical assistance effective. 
This being the case, it is difficult as an operating matter to split the project 
apart in the sense of requiring the recipient government, say, to pay the foreign 
exchange costs of the supplies and equipment as distinct from the foreign 
exchange costs of the technical assistance proper. 

According to the best estimates available in ECA, only one of the six countries 
being aided in this area—namely, Thailand—would be able to pay for the imported 
goods and services in the proposed fiscal year 1952 program out of foreign exchange 
accruals during the year. This, of course, does not mean that other countries in 
the group might not be able to afford to pay for the programs out of foreign 
exchange reserves or, indeed, by holding their other imports below the estimated 
level and conserving foreign exchange by means of tighter import controls. This 
would evidently not be possible in the case of the Republic of China on Formosa, 
which has a clear-cut balance of payments problem and dwindling reserves, or ip 
the case of the embattled Associated States of Indochina, with their inevitably 
heavy foreign exchange deficit, which is financed largely through advances from 
metropolitan France. and reserves of unknown but probably insignificant magni- 
tude. Nor does the econom'c situation in the Philippines—even were no weight 
given to our unique relationship to that Republic, and to the splendid performance 
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by the Philippine Government under the Quirino-Foster Agreement in anticipa- 
tion of United States assistance—warrant the assumption that Philippine recovery 
could be financed on a cash payment basis rather than, as suggested by the Daniel 
Bell Mission, by the proposed combination of grants and loans. However, what 
does appear is that Indonesia, and possibly Burma, while not expected to have a 
balance of payments surplus, could theoretically pay for the proposed ECA assist- 
ance programs out of their foreign exchange reserves. As an arithmetical proposi- 
tion that would clearly be possible. 

The executive branch believes, however, that it is impractical to ask Indo- 
nesia, Burma, and even Thailand to pay the external costs of the programs in 
question. The programs would not, in fact, be carried out on that basis, and 
consequently the strengthening of those economies and those governments which 
is not merely a matter of concern to them but is in the security interest of the 
United States and the free world as a whole would not take place. 

No other conclusion seems possible at this time, considering the multiplicity 
and size of the problems confronting the Governments of Thailand, Indonesia, 
and Burma, and their limited facilities, experience, and skills for making an 
organized attack on those problems. Physical destruction caused during World 
War II or by insurrectionist or guerilla activities not yet brought under control; 
shortages of administrators and technicians due (in Burma and Indonesia) to 
newly won independence and the consequent departure of the experts of the 
colonial period; and at the same time the heavy pressure on these governments 
to deliver economic benefits which public opinion has been expecting to see 
result from that independence—these are the primary factors in the equation. 

From the financial point of view three observations are pertinent. First, the 
proposed ECA programs in these countries by no means relieve the recipient 
governments of cost burdens. On the contrary, these countries will do their 
part by meeting most or all of the local currency costs. No provision whatsoever 
is made in the Indonesia and Thailand programs, and only a small provision (less 
than $2 million) in the Burma program, for importing commodities for sale to 
generate counterpart funds from which local costs may be paid; consequently 
these local costs must be defraved out of the budgets of the governments con- 
cerned—through deposits into the counterpart account, and otherwise as may 
be necessary. In the case of Thailand the local effort involved is truly remark- 
able. Against a proposed grant of $7 million of goods and services from the 
United States the Thai Government is prepared not only to put up counterpart 
on a full commensurate value basis (the equivalent of $5.6 million since deposit 
is waived in the case of technical assistance) but also to meet directly from the 
budget the other local costs connected with the program which bring the total 
estimated local currency requirements to the equivalent of $33.6 million. Here 
again, as in the political and military fields, including the United Nations effort 
in Korea, Thailand proposes to do its full part in cooperation with the United 
States. 

In the second place, the budgets of all these governments are not only in an 
unbalanced condition but also sufficiently disorganized, from the standpoint of 
their ability either to tap new sources of tax revenue or to accommodate new 
expenditures, so that the possibility that the imports required to carry out the 
indicated projects would be financed by these governments is remote indeed. 
In the fiseal field as in the operations for which the funds are required it is unsafe 
to expect perfect performance at this stage. !f some of the projects that are 
required for the strengthening of those countries are not, so far as their foreign 
exchange costs and the initiative to set them in motion are concerned, taken out 
of the nationa! budgets and given the necessary support by the United States, 
it is doubtful whether they will materialize soon or at all, despite the fact that 
they are urgently needed. The governments will play their part, they can by 
demonstration be encouraged to launch out more boldly, they can by training 
be enabled to build a corps of people capable of assuming larger burdens here- 
after, but they cannot make full financial or organizational provision now for all 
the things that it is in their interest and ours to get accomplished. 

Finally, a further observation should be made with respect to their forcign 
exchange reserves. The existence of adequate reserves in the case of a relatively 
underdeveloped country such as Thailand is evidence not merely of a sound 
financial condition but also of an unsound condition so far as coneerns the country’s 
ability to meet the challenge of the times. There is a paradox in accumulation 
of foreign exchange holdings while needs for economic development and for the 
dissemination of the benefits from such economic development among the people 
are not being met. The explanation to date lies largely in the administrative 
and technical bottlenecks which have prevented capital investment, on the basis 
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at anything like a satisfactory pace. 
necks still exist. 
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of larger imports and a mobilization of domestic resources, from going forward 
These administrative and technical bottle- 
In short, from this point of view it is again evident that, unless 


technical, material, and administrative help can be had from a friendly outside 
source, the key problems will not be solved. 


ANNEX A.—RBreakdown of selected southeast Asia programs, illustrative 





fiscal year 1952 


1. BURMA FISCAL YEAR 1952 PROGRAM 


Type of project 
Emergency relief 
Public health ‘ . 
Teams for health education and disease control (malaria, 
smallpox, tuberculosis, ete. 
Hospitals and health centers- 
Vaccine production and other diagnostic facilities _ _- 
Quarantine facilities and fumigation services 
Training and information 
Agriculture, forestry, fisheries- 
Research, experimentation, extension, surveys 
Food processing and storage_------ - bane 
Irrigation and reclamation Se et 
Agricultural program, frontier ecient sate glceha e 
2 POMINe BOG ANIONORtION . 5 6 oso wc cn cwenecccnne 
Transportation, power, other public works Suess 
Port rehabilitation 
Railroads 
Highways 
Low-cost housing 
Handicraft and manufacturing, mining, other industry: 
craft and small industry 
General engineering advisory services 
Education 
Public administration : : 
Maintenance of essential supply 
Requisites for production (fertilizer, raw cotton, ete.) 2 
Other essential civilian supplies (medicines and drugs) 


Total dollar cost 


2. INDONESIA’ FISCAL YEAR 1952 PROGRAM 


Emergency relief 
Public health 
Malaria, tuberculosis, and trachoma control 
Maternal and child care 
Village sanitation 
tural demonstration centers 
Clinie boats and equipment 
Hospital and laboratory equipment and supplies (n. e. ec.) 
Drugs (for Government supply centers) 
Training and information : 
Agriculture, forestry, fisheries J 
Agriculture 


Livestock production and disease control___- ~~~ _-- 

Plant-disease control 3 ee 

Irrigation and drainage 

Sugar processing of smallholders’ production 

Grain processing and storage 

Aid to agricultural cooperatives (produc tion, market- 
ing and credit) - 3 . 

Research aS : ie 

Training and information 


basis, 


Dollar cost 
(in thousands) 


1, 000 
2, 350 
150 
80 

170 


375 
1,075 
200 

1, 000 
150 

1, 750 
500 
200 
100 
Handi- 


1, 600 
200 


1, 150 
260 
280 
270 
100 
200 
200 
140 


1, 850 


“O85 > 
550 
440 

8&5 
175 


120 
70 
125 


eS: 


3, 75 


2, 800 


2, 550 


1, 000 

700 
1, 400 
1, 800 


14, 000 


2, 600 


ie ai atresia Anish Saba eat coc 
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ANNEX A.—Breakdown of selecied southeast Asia programs, illustrative basis, 


3. 


IS 


fiscal year 1952—Continued 
2. INDONESIA FISCAL YEAR 1952 PROGRAM—continued 


Type of project 


Dollar cost 


Agriculture, forestry, fisheries—Continued (in thousands) 
Forestry ¥ 100 
Fisheries 1, 290 

Fishing boats and parts ; 320 
tefrigeration trucks and plants 615 
Marketing equipment : 300 
Research 55 


Transportation, power, other public works: Publie buildings 
and housing 

Handicraft and manufacturing, mining, other industry: Handi- 
craft and small industry tehabilitation and modernization 

General engineering advisory services 

Edueation 


Klementary school teacher training 65 
Curriculum development and secondary teacher training 102 
English teacher training 68 
Textbook development 65 
Publie Administration : 
Public administration school 100 
Publie administration specialists 100 
Fellowships 200 


Maintenance of essential supply 
Total dollar cost 


3. THAILAND FISCAL YEAR 1952 PROGRAM 


Emergency relief 
Public health 
Teams for health education and disease control (malaria, 


filariasis, leprosy, trachoma, etc.) 1, 000 
Village sanitation (water purification, sewage, drainage 
etc.) 700 
Hospitals and health centers (modernization, expansion, 
etc.) 390 
Maternal and child care and nutrition 250 
Medical research 220 
Training and information 300 
Agriculture, forestry, fisheries 
Agricuiture.........«. - Pee 
Research___ 210 
Training and information 500 
Experimentation, demonstration, extension and soil 
surveys- --- 700 
Irrigation and reclamation we 610 
Forestry (experimentation and reforestation) 260 
Fisheries (experimentation and development) 30 


Transportation, power, other public works: transportation, road 
building 
Handicraft and manufacturing, mining, other industry 
Handicraft and small industry (modernization and 


expansion) 500 
Lignite and strategic metals development (tin, tungsten, 
etc.) . 150 


General engineering advisory services 
Education ; 


Vocational education 500 
Adult education 80 
Scientific education : 150 


Elementary school teacher training --_- - 200 
Public administration 
Maintenance of essential supply 


Total dollar cost_. 


110 


500 
550 
300 


400 


8, 000 


2, 860 


2, 310 


250 


650 


930 
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MUTUAL 
Chairman McKeuuar. | 


title 1. 
The estimates referred to are as follows:) 


Ex onomu 


Coo pe ratton Admin istration 


modity groups for fiscal year 


In millions of dollars] 


Commodity 
11 « 


1 rt 
N 1 fil« 
oO r agric rodue 

ta land " | produ ts 

I lin 

I rial? mat 
Car lequinpr ' 
O iacture iraw mater 

il industri mports 

Total commodity mports 
tal ECA-financed commodity prograr 


France 


Commodity ind DO'T 


Food and agricultural! in ports 


nd fertilizer 
i] fibers 15.0 


il products 


iwricultur 


Total food and agricultural products 0.0 

Industrial imports 
Fuels 70.0 
Industrial raw material 39,9 
Canital equipment 9.2 
Other manufactures and raw material 9 
rotal industrial imports 111.0 
Potal commodity imports 131.0 
Transportation 29. 0 
otal ECA-financed commodity program 160. 0 
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summary, 


1Me 


148 


publ 


FOR 


untries 


ny 


90.0 
10.0 


100. 0 


1952 


will place in the record at 


Austria 


gO 
> ‘) 
6.0 
41.0 


Crreece 


this poiat 
certain estimates by the Economic Cooperation Administration for 


2.0 


Denmark 


Estimated EC A-financed program by com- 
1952 


2 0 
0 

0 
Ai 
»2 
1.0 
25.0 
5.0 
tL 

Iceland 

0,2 
.4 

g 
1.5 
2.0 
2.0 
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Economic Cooperation Administration—-Eslimated EC A-financed program by com- 
modity groups for fiscal year 1952—Continued 


{In millions of dollars] 


‘ Nether Y ugo- 
Commodity Italy “sais Norway urke 
Food and t ! 
Food s 4 
I 1 and fertiliz ) 
ural fibe 25. ( 1.8 
Other ultu lu ] 
i i ily lu 0 ( g 
Ir ul rt 
Fuels t ] 7 
Indu lra , 
Capital juip 2.4 
Other wnufactur ul ] 4 1 
I il lu l | I 
il 1 ) 
nsportat , ) 1 
il ECA-f i pro 0.0 ] ) 


Chairman McKetriar. Are there any further questions, gentlemen? 
If not, the hearings on the mutual security appropriations bill for 1952 
are hereby adjourned. 

(Whereupon, at 1:30 p. m., Friday, October 12, 1951, the committee 
adjourned.) 
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